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UNDER FIRE AGAIN 
AMERICA ON THE REBOUND 














THE MACMILLAN GAP—30 YEARS AFTER 


BY JAMES BATES 


ITALY’S CALCULATED RISK 
DISMANTLING JAPAN’S TWO-TIER ECONOMY 


BY M. H. FISHER 


IRELAND AND THE COMMON MARKET 


BY GARRET FITZGERALD 





JULY 1961 . THREE SHILLINGS 


























HASTINGS ana THANET 


BUILDING SOCIETY 


Registered Office: 
99 Baker Street, London, W.1. 
Telephone: WELbeck 0028 


Administrative Centre 
THRIFT HOUSE, COLLINGTON AVENUE, 
BEXHILL-ON-SEA 
Telephone: BEXHILL 4580 


Established 112 years -° Assets £40,000,000 


Investment, Savings and House Purchase Facilities 
Trustee Investment Department 


Branches and Agencies throughout the Country 
Member of the Building Societies Association 



















































CROSSROADS 


LAT. 32° N. — LONG. 65° W. 


Bermuda in its unique geographical position at 
the crossroads of the Atlantic can form a useful 
link in the business activities between America 
and Europe—Canada and the West Indies. 


Our Trustee Department offers a full range of 
Trust services and enjoys correspondence with 
leading financial institutions in Great Britain 
and throughout the Commonwealth. 

May we send you details of some of the 
advantages of planning your affairs with 
Bermuda in mind. 


THE BANK OF 


N. “T. BUTTERFIELD & SON 


LIMITED 
Bermuda’s Oldest Bank 
HAMILTON & ST. GEORGE'S IN BERMUDA 
‘Over a Century of Service” 
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WHAT ON EARTH’S THAT? 
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ae SORRY, GASTON. We know you’re a wonderful source of information 
oe about la grande cuisine, but this is different. This is a New Zealand 
matter and the enquiry ought to have come to us. For we, too, are a 
‘wonderful source of information’—on New Zealand. We’re the 
National Bank of New Zealand, national in character as well as in 
name, with 150 branches and agencies throughout the North and 
South Islands. If you want to know anything about New Zealand, 
ask us—the national bank .. . The National Bank of New Zealand. 


The National Bank 


OF NEW ZEALAND LIMITED 


Head Office: 8 Moorgate, London, E.C.2 (MONarch 8311) 
West End Branch: 14 Charles II Street, London, S.W.1 (TRAfalgar 6791) 
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THE PHILADELPHIA 
JATIONAL BANK 
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34 LONDON WALL, E.C.2 





For your business with 
SWEDEN 


apply to 


SKANSKA BANKEN 


Established 1896 





MAL M O: telex 3311 
STOCKHOLM: telex 1111 
GOTEBORG: telex 2575 


Telegrams: SKANSKABANK 


Correspondents throughout the 
World 














DIVIDEND NOW IS 


4% 


4% is the dividend allowed on shares—income 
tax paid by the Society giving the gross equivalent 
of £6.10. 8 per annum. 


£8,000,000 


£8,000,000 is the sum representing the assets of 
the Society. Reserves are 


£400,000 
THE 


CITY OF LONDON 


BUILDING SOCIETY 
MONarch 2525/6/7 


Member of the Building Societies Association 


DEPOSITS IN THE SOCIETY 
ARE TRUSTEE INVESTMENTS 
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Two of Canada’s chartered banks—The Canadian Bank of Commerce 


and the Imperial Bank of Canada have come together under one roof. 

The amalgamation became effective with the formal approval of the 
Governor-in-Council; previously the agreement had received the 
enthusiastic acceptance of shareholders of both banks. 

The name is new: Canadian Imperial Bank of Commerce. But the 
amalgamation it represents is a bringing together of two long-established 
banking traditions. 

With more than 1,240 branches across Canada, at certain points in 
the U.S.A., in the Caribbean area and in London, Canadian Imperial 
Bank of Commerce has the largest branch network of any Canadian 
bank and is admirably equipped to help you with your business in 


Canada or abroad. 


CANADIAN IMPERIAL BANK OF COMMERCE 


Incorporated in Canada with Limited Liability HEAD OFFICE— TORONTO 


2 Lombard Street, E.C.3. Manager : J.S. Rodgerson 


LONDON BRANCHES | i Deities Remind, BA. Maines: te. A Tite 


ASSETS EXCEED $4 ,000,000,000 
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Assistant to Export 
Credit Adviser 


for London office of a major Company 
in the steel industry with a turnover 
exceeding £125,000,000 per annum 


He will be principally concerned with 
(1) the preparation and actual main- 
tenance of status reports (2) credit 
control of overseas accounts and (3) 
collation of market information. Ex- 
perience in the Economic Intelligence 
Section of a bank or finance house 
and with E.C.G.D. procedures would 
also be an advantage 


Age between 25 and 35 


Salary will be commensurate with age 

and experience. Apply in writing with 

full details to Box No. 7/61, The 

Banker, 10 Cannon St., London, 
E.C.4 














LEGACIES 


THE ATTENTION OF LEGAL ADVISERS 
IS EARNESTLY REQUESTED BY THE 


DISTRESSED 
GENTLEFOLK’S 
AID ASSOCIATION 


(Established 1897) 
Patron: Her Majesty Queen Elizabeth, The Queen Mother 


WHO ARE IN CONSTANT NEED OF FUNDS 


to enable the committee to provide grants every 
year to some 2,500 old and invalid Gentlepeople, 
and to maintain other sick and chronic invalids, 
both in their own homes, and in the seven nurs- 
ing and residential homes provided by the 
Association. 


The Association depends upon voluntary sub- 
scriptions for the continuation of its work 


WE URGENTLY APPEAL FOR HELP 


Hon. Treasurer: Gordon Hope-Morley 
Vicarage Gate House, London, W.8 








Money for Old Rope. 


— WASTE METAL, PAPER OR STRING 


Full market prices paid for all classes of materials. 





Jack Scrap says: 
“Let me clear your 
waste.” 





Warehouses at: Deptford, Edmonton, Portsmouth, Higginshaw, Gosport, Strood, Waterloo and Woolwich 


We buy WASTE PAPER, SCRAP METALS, 
ROPES and STRINGS, and specialise in the 
guaranteed destruction of confidential documents 


Contractors to Her Majesty’s Stationery Office 


J. & J. MAYBANK LTD. 


One of the MAYBANK group of companies 


MAY BAN K 


Contact Mr. Martin at: 

Deptford Wharf, Greenwich High 
Road, London, S.E.10. 

Telephone: TiDeway 5351 (10 lines) 
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437. Demand to 14 days’ 
MAY Notice (R100 and more) 


5% On 31 days’ Notice 
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On Savings Accounts/ 
Daily balance (50c to R10,000) 












1% On 3 months’ Notice 


, For 6 to 18 months 


For longer periods 
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For turther particulars, financial statement and investment bro- 
chure, write to The Investment Advisory Department, 


THE TRUST BANK 


112 Adderley Street, CAPE TOWN, South Africa, or any 
of its other general administrative offices at Johannes- 
burg, Pretoria, Durban, Bloemfontein, Port Elizabeth and 
Windhoek. 
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BOOKS FROM PITMAN 





EXCHANGE ARITHMETIC 


H. C. F. Holgate, Ph.D., etc., fourth edition. 
Shows the application of arithmetical rules to 
foreign exchange calculations. For students 
and for general use. |5s. net. 


INCOME TAX 


J. Leigh Mellor, LL.B., etc. For banking and 
accountancy students —a survey of the whole 
field of income tax, with figures as 

much as possible eliminated. 30s. net. 


SECURITIES FOR BANKERS’ ADVANCES 


J. Milnes Holden, LL.B., etc. In this new third 
edition the text has been generally revised and 
brought up to date. ‘‘This book has no rival 

in its field.” Journal of Business Law. 35s. net. 


LAW OF BANKING 


Lord Chorley, M.A., etc., with the 

assistance of J. Milnes Holden. The new 
fourth edition, the text revised and up to date. 
“For the early student of the law of banking, 
there is no better work.’’—Accountant. 35s. 
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As a matter of interest 


Walthamstow 
BUILDING SOCIETY 
offer you these attractive rates 
ORDINARY SHARES: 4% 
SAVINGS ACCOUNTS: 41% 
TRUSTEE DEPOSITS: 31% 


Income tax paid by the Society 


TOTAL ASSETS EXCEED £4,400,000 
Established 1877 





Full details from the Secretary 
223/5 Hoe Street, London, E.17 
Telephone : Coppermill 7206/7 


Member of the Building Societies Association 
Deposits in this Society are Trustee Investments 
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The Synchronome calendar clock shows the time, day and date of the 
month a// at one glance. Popularforlegibility and quick, easy reading the con- 
ventional dial ends confusion over the time and date—that is why peopleina 
hurry like it. Months of unequal length are automatically compensated—even Leap 





ALWAYS 
UP TO 


Years are self-adjusted. The Synchronome calendar clock operates either from a 
DATE master clock or A.C. mains. Cabinets are available in standard or special finishes 


to architects’ requirements. Hand built throughout by Synchronome craftsmen. 








SYNCHRONOME TIME THE WORLD ‘trenton, mppunsex. Telephone: WEMBLEY 9083 





CHUBBES 
BANK eens 





Chubb Bay-type Bank Window Counter finished in stainless steel 


Planned for either motorists or customers on foot, these 
new Bank Window Counters reflect the regard for 
detail which 140 years of continuous advances in 
security have ingrained in Chubb. Please write to us 
about your bank window counter problem. 
CHUBB & SON'S LOCK AND SAFE COMPANY LIMITED 
IIO CANNON STREET, LONDON E.C.4. TELEPHONE: MINCING LANE 9033-5 
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~ + a connecting link to the German market 





Indultrickurier 


Germany's outstanding paper for industry, trade and finance 


holds a unique position within the German press. As 
the newspaper of German industry which voices the 
opinion of employers, it stands for free and 
independent enterprise against all tendencies of 
nationalization in economic policy and practice. 


As a commercial paper INDUSTRIEKURIER 
presents a clear picture of the German economy and 
industrial production and regularly publishes com- 
prehensive analyses of the financial statements of 
reputed German and foreign joint-stock companies. 
As official journal of the Diisseldorf Stock Exchange 
INDUSTRIEKURIER carries the balance-sheets 
and annual reports of such companies. 


For information on the German market and full 
coverage of management and senior personnel in 
Germany, INDUSTRIEKURIER is a “must’’. 


For Information on advertising tariffs and subscription rates, For specimen copies apply to: 
please apply to: 


PRESS AND PRINT REPRESENTATIONS Ltd. Indulfriekurier 


Executive Director R. D. Alexander Becker & Wrietzner-Verlag 
Suite 5, 312 Earls Court Road Disseldorf (Germany) 
London S.W.5 Pressehaus am Martin-Luther-Platz 


Phone: FREmantie 1860 Phone: 1063] - Telex : 08582319 
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Guides for your 
travelling customers 





If any of your customers are going to visit Australia * SYDNEY 
or New Zealand, you can render an additional service MELBOURNE 
by giving them the relative A.N.Z. Bank Guides. gem 
These conveniently-sized publications deal indivi- BRISBANE 
dually with many of the principal cities* and each TASMANIA 
contains (in addition to maps and street plans) infor- CANBERRA 
mation which your customers cannot fail to find bee-sxeseeis anetnigg 
AUCKLAND 
helpful. You can obtain supplies of all A.N.Z. Bank CHRISTCHURCH 
Guides to Australia and New Zealand on request. DUNEDIN 











AUSTRALIA AND NEW ZEALAND BANK LIMITED 


71, CORNHILL, LONDON, E.C.3. | TELEPHON2: AVENUE 1281 Over 850 Branches and Agencies 
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ae Spastics need the help of Bankers now! 


National Spastics Society, 12 Park Crescent, London, W.1. MUSeum 5020 


He may not have the touch of a master, but 
his achievement is probably as great—he 
is a Spastic. The muscle-controlling part 
of his brain was damaged at birth, and he 
had to be taught with patience, care and 
affection how to use his limbs. 

The National Spastics Society has 
announced a £2 million endowment for the 
world’s first Child Health Research Unit 
under the Prince Philip Professor of 
Paediatric Research. 

Will you help us in this work, and remember 
the Society when advising your clients on 
charitable legacies. 


















Loving care costs money 
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Added protection 


for a widow and her children 


Separate policies under the 
Married Women’s Property Act, 1882, can be effected 
for the absolute benefit of wife, sons and daughters. 
As these policies attract reduced rates of 
Estate Duty, they are the best possible means 
of providing for dependants. 
Similar provision can be made for 

beneficiaries outside the scope of the Act. 


* 


For detailed information write for a copy 
of the Married Women’s Property Act Booklet, 
or call and consult your local branch. 
In this as in all classes of Assurance we are 
happy to serve and advise you. 
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GENERAL 


ASSURANCE SOCIETY LIMITED 





Established 1836 
CHIEF ADMINISTRATION: 188 FLEET STREET, LONDON, E.C.4. 


Branches throughout the United Kingdom 




















Olivetti 


Audit accounting 





is fully mechanised accounting 


simpler 

more accurate 

more economical 

than you thought possible 


Whatever your accounting problem, and particularly if 
it is the problem of how to reduce your accounting 
costs, the Olivetti Audit machines and Olivetti technical 
services will help you to the right answer. 


The Olivetti Audit numerical and alphanumerical ac- 
counting machines guarantee the efficiency of all your 
accounting. 

super-automatic performance 

arithmetical functions and transfers, the printing of totals, 
balances and dates, the opening and closing of the front feed 
— all these are controlled automatically from the programme 
panel. 

simplicity of operation 

Audit machines require no special operator training —- 
operator decision is limited to figure-entry on the modern, 
simplified keyboard and selection between two motor bars. 
built-in accuracy 

pick-up balances and account numbers are automatically 
checked before they are printed, and before any new entries 
can be made on a card. 

low cost of installation 

Audit versatility (four distinct jobs can be programmed on one 
panel) and low unit price bring the cost of installing fully 
mechanised accounting lower than ever before in this 
country and well within the means of any business. 
economy in use 

high operating speed, programme use of both the forward and 
the return movements of the carriage, the elimination of 
operator fatigue and error and the fact that unskilled or part- 
time operators may be employed combine to save operating 
time, to increase output and the accuracy of output, and to 
reduce running costs. 





British Olivetti Ltd. 


30 Berkeley Square, London, W.1 











Audit 412 


























Audit 512 









COMPLETE BANKING FACILITIES 
eae FOR TRADE WITH JAPAN 






THE TOKAI BANK, LTD. 


Head office: Nagoya, Japan 
175 offices throughout Japan 
Representative offices: London, New York 





















THE ROYAL EXCHANGE 
ASSURANCE Incorporated 1720 


The services of the Royal Exchange Assurance can 
always be relied upon with confidence. ‘They are 
comprehensive, up to date and backed by almost 250 
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HEAD OFFICE: years experience. Special Life Assurance facilities are 
THE ROYAL EXCHANGE available for Bank Officials. 
LONDON 
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OTTOMAN 
BANK 222%. 


PAID-UP CAPITAL-£5,000,000 a a 


Branches throughout 


TURKEY, CYPRUS, IRAQ, ool 
investments 








JORDAN, SUDAN | in the . spuevesggal 
and at — 
Assets over 
Doha (Qatar) £92,000,000 
Also in Reserves exceed 
KENYA £6,000 ,000 
DEPOSITS HAVE 
TANGANYIKA TRUSTEE STATUS 
UGANDA 





PROVIN 


BUILDING SOCIETY 


Member of The Building Societies Association 





SOUTHERN RHODESIA 





LONDON 18/22, Abchurch Lane, E.C.4 Over 500 Branches and Agencies throughout the British Isles 
PARIS 7, M Head Offices BRADFORD Market Street Tel: 29791 
yearn aceuneed LEEDS Albion Street Tel: 29731 


CASABLANCA GENEVA MARSEILLES London Office Astor House Aldwych W.C.2. 


Tel: HOLborn 36381 









































We’re thinking of calling him Super Fanshaw. 
Here he is again making sure that everything 
will run smoothly for our customers. 

Fanshaw is diligent. Once he starts a job he 
sees it right through to the final full stop. 
That’s the kind of man he is, and that’s the 
kind of man we’re fortunate enough to employ 
in great numbers at the Bank of New South 
Wales. We devote a good deal of attention 
towards supervising travel arrangements for 
our customers and if, for instance, one of them 
wants to get from point ‘A’ to point ‘B’ witha 
minimum of trouble and a maximum of con- 
venience, we do our best (which is considerable) 
to make the journey quite painless. Thinks! 


XV 








FANSHAWV insists on seeing 
to all the travel 





arrangements 


Now we’ve really let Fanshaw in for it! 
Fanshaw? He’s the spirit of the Bank of 
New South Wales. 


Bank of 
New South Wales 


The oldest and largest bank inside ‘down under’ 


Main London Office : 
29 Threadneedle Street, E.C.2 
Head Office: Sydney, Australia. 
(Incorporated in Australia with limited liability) 

















ALL OVER AUSTRALIA AND NEW ZEALAND 














THE DAI-ICHI BANK.LTD. 


Head Office: TOKYO JAPAN 
New York Agency: NEW YORK 
Overseas Representative Office: CHICAGO, LONDON 

























Established: 1943 


Gastel: ....% ¥ 3,000,000,000 
President: .... Yataro Hiranuma 


Head Office: 162, Takasagocho 2-chome, Urawa, Saitama Prefecture 
Foreign Department: 4, Kyobashi 1-chome, Chuo-ku, Tokyo 
Yokohama Branch: 10, Honcho 2-chome, Naka-ku, Yokohama 
Osaka Branch: 25, Awajimachi 4-chome, Higashi-ku, Osaka 
Nagoya Branch: 2, Komeyacho, Nakamura-ku, Nagoya 

















A DEAD SHOT?... 


THE ** My revolver and holster, to the first man able to 

shoot with it a hole through the centre of a silver 

[ | NI ! ED dollar, thrown in the air at 20 paces.”’ This clause 

is in the will of Mr. Will Boner, who died in 

Kansas in 1886. It is hoped that he left an 

FRIENDLY inexhaustible supply of ammunition and dollars 
with which to carry out the test. 

INSURANCE COMPANY, When advising on wills and bequests remember the— 


er N-°-S°P°C°C 


VICTORY HOUSE, LEICESTER SQUARE, LONDON, WC2 























LIFE, FIRE, BURGLARY, 
SICKNESS, PLATE GLASS, 
HOUSE PURCHASE, 
ENDOWMENT, Etc., Ete. 


DISCOUNT 
ON EVERYTHING 
: PHOTOGRAPHIC 
Z ALL MAKES OF CAMERAS, FILMS, 





| Z WRITERS, TAPE RECORDERS, 

Z SHAVERS, WASHING MACHINES, 

LAWN MOWERS, REFRIGERATORS, 

RADIOS, HI-FI, PENS, FURNITURE 
AND CARPETS, ETC. 








42 Southwark Bridge Road g% Full Guarantees, All makes, Consult us on Cars Z 
S 4 . _ and Scooters ‘ 
London. | City Discount Trading Co. ! 


4 6 DRYDEN CHAMBERS, 119 OXFORD 





PROJECTORS, BINOCULARS, TYPE- 7 











Z STREET, LONDON, W.1. 'Phone: REG. 2918-9 
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Long-term Financing of Industrial Enterprises 
Issuance of Industrial Bank Debentures 
Trust Business of Bonds & Debentures 
Foreign Exchange Business 
Credit Information 


Established in 1902 


THE 


INDUSTRIAL BANK 
OF JAPAN, LTD. 


Head Office: Marunouchi, Tokyo, Japan 
New York Office: 30 Broad Street, New York 4, N.Y. 








| Bon Voyage... 





The rising economy in Ireland has got to the point of “‘ take-off ”’ 

but every “ flight’ has its difficulties and dangers ... Make sure you are 
adequately protected . . . Have a word with us... we willexamine 
your insurances and advise you without obligation. 


HIBERNIAN INSURANCE co. itp. 


46 49 Dame Street, Dublin 2. Branches in Northern Ireland, 
South Africa, Australia, The Rhodesias, Nyasaland and France. 











Please Remember 
iRele 


CHURCH ARMY 





This Great Christian Work through its many Evangelistic and Social 
Activities has touched for the better the lives of untold thousands. 
The scope of the Society’s welfare activity offers something to interest every 
person of goodwill . . . Mother and Baby Homes, Old People, Young People, 
Distressed Gentlewomen, Holiday Homes, Evangelism—these are but a few. 
Enquiries should be addressed to: Financial Organising Secretary 
Church Army Headquarters, P.O. Box 420, 55 Bryanston Street, London, W.1 











ee ee 28628088 
oro ctor oto terete terete ene ere ele ene etna ante e een ne 8r0n earn 08' 0101010 010108 0100 010.0.0,0,0,00,0,000,0,0.0,0,0,0.8 







A BANK TO CONSULT e 
ON YOUR BUSINESS WITH JAPAN 
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Old traditions and ultra- 2% ; a 

modern facilities make an he: ? 

unbeatable service combi- 

nation in banking. Since the 
z= Mitsui Bank was established 
Sin. 1863, only the best in 
service has been good 
enough, as provided clients 
and correspondents by our 
main office, now housed 
in a new building in the 
heart of Tokyo. 
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The Industrial Credit 
Company, Limited 


Capital Underwriters, Issuing House 
and Industrial Financiers 


85a kat 


CAPITAL FOR INDUSTRY 


The Company welcomes applications from industrial 
enterprises for capital required for 
buildings, plant and machinery and long- 
term working capital. 


The principal facilities offered are:- 
Capital underwriting 
Direct share investment 
Long-term and medium-term loans 
Hire-purchase facilities for new industrial 
plant and machinery 


An explanatory booklet ‘‘ Capital for Industry” is available 
on request from the Company. 


talk 


Offices: 26 Merrion Square, Dublin 
Telephone: 62784/5/6 
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A GREAT 
TRADITION 


Experience is vital in the 





tobacco business. Gallaher Limited 
and their associates are 
proud to be able to claim over 
100 years experience and 
also a remarkable story of progress. 
Since the war, particularly, 
Gallaher have claimed a steadily 
increasing share of the market. 
Such progress can mean only one thing 
-the knowledge and skills 
acquired through long experience 
result in products which 
are secure on an ever-rising tide of 


public esteem and satisfaction. 


GALLAHER LTD. 


AND ASSOCIATED COMPANTES 


TOBACCO, CIGARETTE AND SNUFF MANUFACTURERS 


BELFAST - MANCHESTER : LONDON 
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GUINNESS MAHON 


& CO. LTD. 


ESTABLISHED 1836 


BANKERS 


53 CORNHILL, LONDON, E.C.3 


GUINNESS & MAHON 
17 COLLEGE GREEN, DUBLIN 


GUINNESS MAHON REPRESENTATION CO. INC. 
115 BROADWAY, NEW YORK 6, N.Y., U.S.A. 








BANK OF IRELAND 


Established 1783 


College Green, Dublin 


Authorised Capital... vi i £3,269,231 












Capital (Issued and fully paid) ide a £,3,262,360 
Reserves... vs i sai mn £5,038,319 
Total Assets si iv ad ih £99,340,047 


(at 31st December, 1960) 
Every description of Home and Foreign Banking transacted. 


Safe Deposit facilities available at Head Office and Donegall 
Place, Belfast. Income Tax Repayment Claims and Returns 


for Assessment Prepared. Executorships and Trusteeships 
Undertaken. 
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PROVINCIAL BANK 
of 
IRELAND LIMITED 


Full Banking Services available at 
our Branches throughout 


Ireland 


ESTABLISHED 1825 
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Serving every 
Banking need... 


in every sphere 
of 
progress 
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Branches throughout the country 

















Long-term Capital 


IS PROVIDED BY 


Industrial and Commercial 


Finance Corporation 
Limited 


The Joint-Stock Banks set up the 
Corporation in 1945 to provide long-period 
loans on fixed terms, and share capital, 
to businesses with no ready access 
to the capital market 


ICFC’s facilities are thus supplementary 
to those of the Banks 


The booklet ‘Capital for Business’ 
will be sent on request 


HEAD OFFICE 
7 Drapers’ Gardens, London EC2 
National 8621/5 


and branches in industrial centres 
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—and go-ahead employers see that staff do eat regularly 
and well. The little extra effort is repaid in many ways — 

in greater alertness, better resistance to stress and strain, 
increased efficiency during the afternoon, and reduced 
sickness and absenteeism. 

Ten thousand concerns throughout the country now use the 
national Luncheon Voucher Service, and so ensure that 

their staffs eat well to work well. In the interests of your staff 
welfare and better business... 

ely 3 find out about Luncheon Vouchers. 
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Write for details to: HEAD OFFICE 
22 GOLDEN SQUARE + LONDON, W.1 + REGENT 5711 AND O693 
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MR H. G. NELSON 


Managing Director of English Electric, who has been appointed a Director 
of the Bank of England in place of Lord Cromer, who becomes Governor 
of the Bank on Fuly 1 














is represented by 
this Monogram... 


A wide range of Engineering Products is also included 


* MARINE ENGINEERS: H & W — B& W Diesel Engines | 
(opposed-piston and poppet-valve types). Steam turbines and , : 
water tube boilers. | 


* ELECTRICAL DESIGNERS AND MANUFACTURERS of 
alternators up to 5,000 kVA, D.C. Generators up to 1,500 kW, 
A.C. and D.C. motors and other equipment. 
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* BUILDERS OF DIESEL ENGINES for industrial purposes, 
including Turbo-charged Dual-Fuel Engines and Rail Traction 
Engines. 





* COMPRESSOR MANUFACTURERS: H & W-Cooper- 
Bessemer horizontal type with integral gas engines, also 
centrifugal type compressors. 
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* IRONFOUNDERS : One of the World’s largest organisations 
for the supply of iron castings up to 100 tons weight. 
Specialists in $.G. iron castings. 
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* STRUCTURAL STEEL ENGINEERS at Belfast, London and 


Southampton. 


* GENERAL ENGINEERING CONTRACTORS: A consider- 
able variety of large general engineering contracts are undertaken 
at our various establishments, notably at the Glasgow branches 
at Scotstoun and Finnieston. 
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A Financial Notebook 





Courting the Commonwealth 


BRITAIN’S application for member- 
ship of the Common Market, which 
in May had seemed on the point of 
being delivered, has been put back 
in its pigeon-hole. On June 13 Mr 
Macmillan, clearly embarrassed by 
the rumblings from the extreme 
right and the extreme left and by 
Mr Diefenbaker’s call for a Common- 
wealth Premiers conference, told 
Parliament that no decision to start 
negotiations with the Six would be 
taken before the Commonwealth had 
been fully consulted. ‘To that end 
three Cabinet ministers are being 
dispatched to the Commonwealth 
capitals for discussions — Mr 
Sandys (Secretary for Common- 
wealth Relations) to New Zealand, 
Australia and Canada, Mr Thorney- 
croft (Minister of Aviation) to south 
and south-east Asia, and Mr Hare 
(Minister of Labour) to Africa. 

Certainly Britain should take every 
possible step to carry the Common- 
wealth with it in its negotiations with 
the Common Market; but it is 
questionable whether this further 
delay is wise. ‘The problems that 
would be presented to Common- 
wealth trading relationships by 
Britain’s entry into the Common 
Market are surely known well enough 
by now. As the Foreign Secretary, 
Lord Home, stressed in a forthright 
speech in Chicago last month, the 
true interests of the Commonwealth 
would be better served with Britain 
inside Europe than outside it. Al- 
though this view appears to be 
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becoming more widely recognized 
within the Commonwealth, it seems 
inevitable that the new round of 
discussions will be made the occa- 
sion for special pleading. With dis- 
patch, the three ministers may be 
able to report back before Parliament 
rises for the summer recess. But 
in Westminster last month it was 
widely expected that any formal 
approach to the Common Market 
would now be deferred until the 
autumn. If so, the tactical advantage 
would be missed of making an 
approach before the German elec- 
tions had cleared the way for a 
rapprochement between Paris and 
Bonn (last month the French 
Government’s impatience at Ger- 
many’s dilatoriness im opening its 
markets to agricultural products was 
increased by unrest among farmers). 
Plainly, the Government is still re- 
luctant to give a firm lead—hoping, 
perhaps, that Mr Khrushchev’s latest 
threats about Berlin will cause Dr 
Adenauer to press more strongly for 
the concessions on which Britain’s 
membership depends. That hope 
has been disappointed before. 


Markets Un-nerved 


The warnings being flashed by 
sterling and by industry (where the 
squeeze on profit margins is begin- 
ning to be reflected in published 
results) combined with the growing 
tension over Berlin and Laos and 
General Kassem’s claim to Kuwait 
to give stock markets an exception- 
ally sharp shake-out last month. By 
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June 27 the Financial Times equity 
index had fallen to 319.4—a plunge 
of some 124 per cent from the peak 
of 365.7 touched in mid-May. Gilt- 
edged were equally dejected: suc- 
cessive new lows were plumbed both 
by War Loan, which sank to 523, 
and by the FT Government stocks 
index, which sank to 75.01. 

Two minor innovations during 
this bleakest June seen in Throg- 
morton Street since 1940 deserve to 
be noted. First, in an attempt to 
thwart the stags, Kleinwort, Benson 
successfully experimented with mak- 
ing an offer for sale by tender. 
Applications for the 250,000 ordinary 
shares in Paraway Land and Invest- 
ments ranged from the stipulated 
minimum of 16s to a (single) maxi- 
mum of 40s: applications below 
17s 6d were ruled out and a rationed 
allotment made at that figure. 
Secondly, M. Samuel introduced to 
London the shares of one of France’s 
leading industrial banks—the Banque 
de Paris and des Pays Bas. 


Sterling Slips Lower 


The pressures on sterling increased 
sharply in the opening days of last 
month and pushed the spot rate on 
New York below $2.79 as a new 
wave of rumours (most prominently 
of a revaluation of the Swiss franc) 
swept through the exchange markets. 
Not unexpectedly, the regular meet- 
ing of central bankers at Basle gave 
rise to uncustomary speculation. 
Happily, Dr Per Jacobsson, the 
Managing Director of the IMF, who 
had been attending the meeting, 
took the opportunity—in a speech 
to the Basle Economic Society—of 
setting doubts at rest. ‘“‘ There is 
no foundation whatever ”’, he said, 
“for the rumours that there are 
some new plans under international 
discussion for currency adjustment 
whether by revaluation, devaluation, 
widening of margins, or in any other 
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way ”’. His unequivocal words 
brought an immediate rebound in 
sterling to $2.793. The rally, how- 
ever, was quickly halted by the 
publication of the overseas trade 
figures for May—showing a widen- 
ing in the trade gap (seasonally 
adjusted) te £71 millions—only {£1 
million less than the average for 
1960. Admittedly, part of the 
widening was attributable to the 
distortions caused by the London 
docks strike (which may also have 
flattered the figures for April); but 


when allowance has been made for . 


that it still appears that Britain’s 
exports are slipping again. In the 
middle weeks of the month sterling 
hovered around $2.783, another new 
low since September, 1957, but it 
showed a slightly firmer tone in the 
closing days.. Throughout June 
there were again signs that funds 
were leaving London—and, towards 
the end of the month, Mr Khrush- 
chev’s ominous threats on Berlin 
appeared to be causing some trans- 
fers from Frankfurt to New York. 


Unhappily, the smaller gold loss 
revealed for May— $45 millions com- 
pared with $73 millions in April 
and $174 millions in March—did 
not signify any basic improvement 
in the underlying flow of payments. 
True, the exchange authorities re- 
paid a modest amount of the assist- 
ance they had received from Conti- 
nental central banks in the preceding 
two months but, much more im- 
portantly, they benefited from the 
depositing of a substantial (but 
undisclosed) portion of the non- 
sterling currencies — totalling $145 
millions—drawn from the IMF by 
Australia at the end of April. 

Rather more revealingly, the 
figures for overseas sterling holdings 
at March 31, issued at the end of 
May, showed an increase of {48 
millions, to {£747 millions, in the 
balances of Western European coun- 














tries since end-1960. Clearly, this 
increase masks a considerable switch 
—reflecting the operations of the 
Basle agreement—from private to 
official holdings; the net rise in the 
total, however, suggests that Conti- 
nental funds were flowing into 
London in the opening weeks of the 
year at a faster pace than had been 
generally realized. After excluding 
the payment of {131 millions to 
shareholders in British Ford, total 
holdings of sterling by non-sterling 
countries showed no net change in 
the first quarter. The balances of 
overseas sterling countries fell by a 
further {£37 millions, to £2,443 


millions. 


External Deficit Falling 


The provisional estimates of the 
balance of payments in the first 
quarter confirmed the indication of 
the monthly trade returns that the 
current deficit was shrinking—but 
extremely slowly. The deficit in 
visible trade for the quarter is put 
at £58 millions and the surplus on 
invisibles at a bare {2 millions, 
making a total deficit of £56 millions 
in identified current payments. The 
improvement on the third and fourth 
quarters of last year (when the deficit 
was £139 millions and {101 millions 
respectively) seems to have been 
rather more than seasonal; the de- 
ficit, however, was {19 millions 
higher than that recorded in the first 
quarter of 1960. 

Disappointingly, there appears to 
have been a fairly sharp increase in 
the true outflow of long-term capital 
during the quarter. If the windfall 
of £131 millions paid to shareholders 
in UK Ford is excluded from the 
reckoning there was a net outflow 
of £96 millions from Britain—al- 
most double the average recorded 
in the preceding four quarters. If 
the Ford money is included, the 
balance of current and long-term 
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capital transactions in the quarter 
showed a deficit of £21 millions. 
Since the balance between Britain’s 
short-term assets and liabilities im- 
proved by £29 millions in the three 
months (thanks to Ford), a balancing 
item of +50 millions remained to 
be credited (in unknown propor- 
tions) to current receipts or to the 
inflow of long-term capital. 


Sinking the Floating Dollar 


Dramatic news has come thick 
and fast from Ottawa in this past 
month. The Canadian Government 
has shaped at last its plans for tack- 
ling some of the root problems of 
Canada’s now chronically under- 
employed economy, has made a de- 
preciation of the Canadian dollar 
the spearhead of this drive, and has 
called for the resignation of the 
Governor of the central bank, Mr 
James Coyne, apparently on the 
ground that his attitude would be 
incompatible with the new refla- 
tionary policies. 

Since the booming prosperity of 
the early post-war years petered out 
in the mid-1950s, Canada has faced 
a steeply rising level of unemploy- 
ment side by side with a wide deficit 
on its current external balance of 
payments. The fact that since 1950 
Canada has had an exchange rate 
that has been free to “‘ float ’’, sub- 
ject to the interventions of the 
Canadian authorities in the exchange 
markets, might have been expected 
to have provided an automatic cor- 
rective for this disequilibrium. But 
it has had no such influence: the 
inflow of foreign investment capital, 
especially capital from the United 
States, which largely financed the 
extraordinary volume of: capital de- 
velopment of the early post-war 
years, has continued apace, steadily 
increasing its grip on Canada’s in- 
dustries. On top of this, in recent 
years there has been a strong inflow 














of short-term funds, encouraged in 
part by the evidence of the con- 
tinuing long-term flow and in part 
by the high level of Canadian 


interest rates. 


The clash between the Finance 
Minister, Mr Donald Fleming, and 
the Governor of the Bank of Canada, 
which has long been evident, goes 
deeper than may appear on the 
surface: this is something more than 
the not unfamiliar spectacle of an 
expansionist finance minister en- 
countering a stern-faced banker. 
Mr Coyne’s numerous and often 
aggressive public speeches on eco- 
nomic policy have shown many 
points in common with the ideas 
now being developed by the Govern- 
ment. It is putting its trust in a 
reflationary fiscal policy and in the 
protective force of exchange depre- 
ciation; it is not clear how far it 
hopes to flank this by a deliberately 
expansive monetary policy, which is 
formally the responsibility of the 
central bank—and which, presum- 
ably, is the point at which Mr Coyne 
would have offered resistance. 


In his budget speech on June 20 
Mr Fleming announced that the ex- 
change fund would sell US dollars 
as required to bring about a “ sig- 
nificant ’’ depreciation in the Cana- 
dian dollar to an ‘“ appropriate ”’ 
level. What level it has in mind 
has naturally not been indicated; 
but the mere announcement inevit- 
ably caused a sharp fall. In the 
preceding week the rumours arising 
from the disclosure of the clash with 
Mr Coyne had already driven the 
rate down from a premium of around 
1 per cent over the US dollar to 
very near parity, and in the ensuing 
week it fell to a discount of about 
3 per cent; against sterling, the rate 
moved from 2.752 to 2.88. 

The Government has deferred 
decision on the recommendation 
that an import duty of 10 per cent 
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be imposed on British cars and 
components. Instead, to encourage 
home demand, the 74 per cent excise 
duty has been removed—a change 
that actually gives British cars a 
slight differential advantage. Bud- 
getary expenditure is being stepped 
up by some $450 millions, and the 
prospective ordinary budget deficit 
is estimated at around $650 millions, 
more than double the amount of 
last year’s realized deficit. 


Dearer Mortgages 


The long debate on interest rates 
within the Building Societies Asso- 
ciation was resolved—temporarily— 
last month. The Association decided 
to raise its recommended rate for 
mortgages from 6 to 64 per cent 
(immediately for new advances and 
from October 1 for existing bor- 
rowers) and to increase the recom- 
mended rate on shares from 33 per 
cent to 3# (tax-paid) on October 1. 
These increases, the Association ex- 
plained, were necessary because “ it 
has now become clear that the 
present rate of interest on shares is 
no longer sufficiently attractive to 
the public’’. Not surprisingly, the 
BSA took the opportunity of widen- 
ing the margin between its recom- 
mended borrowing and lending rates, 
thus permitting members to streng- 
then their reserve ratios, which 
largely determine their eligibility for 
trustee status. 

The need for raising rates—al- 
ready obvious to many observers— 
was underlined by the full figures 
of the movement’s borrowings and 
lendings in 1960, published last 
month by the Chief Registrar of 
Friendly Societies. These showed 
that the net inflow of funds in 1960, 
£206 millions, was some £70 mil- 
lions lower than in 1959; the increase 
of {£42 millions in new mortgage 
advances in the year, to a record 
total of £559 millions, had been 





made possible only by the drawing 
of Exchequer funds for advances on 
older property. At the annual con- 
ference of the Association the chair- 
man, Mr J. R. Millican, said that 
despite last year’s record lending, 
building societies had not been able 
to meet mortgage demands in full, 
though he did not think that the 
gap had been very substantial. In 
1961, he went on, it would be quite 
possible for societies to advance 
£600 millions if they could attract 
sufficient savings from the public. 
The decision of the BSA to raise its 
recommended rates is a logical re- 
sponse; the main question remain- 
ing is whether the increases decided 
upon are big enough. 


Aiding India— 

The “ Aid to India” group— 
comprising the United States, 
Britain, France, Germany, Canada, 
Japan and the World Bank—meet- 
ing in Washington last month agreed 
an aid programme totalling $2,225 
millions to cover the deficit in the 
first two years of India’s new five- 
year plan. The total requirement 
for external aid over the whole 
period of the plan has been esti- 
mated at $5,500 millions by the 
Indian National Development Coun- 


cil. Of the total for the first two 
years the United States will provide 
$1,040 millions, Germany $364 mil- 
lions (including the refinancing of 
$75 millions of maturing short-term 
credits), Britain $250 millions, Japan 
$80 millions, Canada $56 millions 
and France $30 millions. In addi- 
tion the World Bank will provide 
$400 millions. 


—And Pakistan 


An aid programme was also ap- 
proved last month for the first two 
years—to June 30, 1962—of Paki- 
stan’s second five-year plan. A total 
of $550 millions was agreed, with 
America providing $280 millions (in 
addition to sales of surplus com- 
modities totalling $101 millions) and 
Britain $42 millions. The Pakistan 
Minister of Finance, however, later 
expressed some disappointment at 
the size of the contributions made 
by Britain and Germany. 


Blocked Kaffirs 


South Africa took another bound 
down the road to the siege economy 
last month when Dr Déonges, the 
Finance Minister, announced the 
imposition of stringent controls on 
the movement of capital overseas. 
South African residents can no 





Managers : 


THE ALLIED GROUP 
OF UNIT TRUSTS 


Electrical and Industrial Development Trust 
British Industries Flexible Trusts 
Metals and Minerals Trust 


GROSS YIELDS 
£5 2s. 9d.% to £6 12s. 9d.% 
according to the Trust selected 
(Calculated in accordance with Board of Trade requirements) 
ALLIED INVESTORS TRUSTS LIMITED 
7-8 Great Winchester Street, London, E.C.2 
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longer buy securities in overseas 
markets. The proceeds of the sale 
of South African securities by non- 
resident holders in Johannesburg 
will be blocked in a “‘ security rand ”’ 
account, which can be used only for 
the purchase of other quoted invest- 
ments in the Republic. In addition, 
only authorized foreign exchange 
dealers may act as nominees for 
overseas holders of securities. In 
detail these new restrictions leave 
many loopholes to be closed, but 
the broad sweep of them is clearly 
comprehensive. Almost certainly 
they will staunch the outflow of 
capital—resident and non-resident— 
and thus fulfil Dr Dénges’s expecta- 
tion that South Africa’s gold reserves 
will soon be rising. But they will 
do so at a cost to confidence that 
would daunt any but the most short- 
sighted administration. 

Dr Dénges gave an assurance that 
the free remittance of dividends 
overseas would not be impeded. 
Since a similar assurance, no less 
authoritative, had earlier been given 
about the repatriation of capital 
itself, his words have been received 
with a good deal of scepticism. In- 
evitably, the new restrictions have 
broken dealing communications be- 
tween Throgmorton Street and the 
Cape: in the closing weeks of last 
month Kaffirs were quoted in Lon- 
don at prices as much as 20 per cent 
under those ruling in Johannesburg. 


Bank Advances Accelerating ? 


In spite of the slackening in the 
rate of stock-building during at 
least the first quarter of this year 
there are signs that the rate of net 
new bank lending is mounting again. 
The latest quarterly analysis, relat- 
ing to advances made in Great 
Britain by all members of the British 
Bankers’ Association, shows that in 
the three months to last May total 
advances rose by {169 millions, to 
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the new peak of £3,886 millions. 
This represents an increase of 4.6 
per cent, which is once again a 
smaller rise than occurred in the 
similar period a year earlier (6.6 per 
cent), but the difference was much 
less marked than that shown by the 
February return. Over the twelve 
months to May last—which is ap- 
proximately the period since the first 
call for Special Deposits—the in- 
crease amounted to {429 millions, 
compared with {£777 millions in the 
record year, 1959-60. 


Notable among the quarter’s in- 
creased demands were those from 
the financial categories of borrowers. 
Following the lengthening, last Janu- 
ary, of the maximum repayment 
period for most hire-purchase con- 
tracts, the finance houses, after cur- 
tailing their aggregate bank borrow- 
ings over the preceding nine months 
—from a peak of £148 millions to 
£134 millions—have absorbed an 
additional £13 millions. And the 
borrowings of the large “ other 
financial”’ group, which probably 
include some property finance (for 
which purpose a number of banks 
are known to be taking a tougher 
line towards new applications), have 
risen by a further £18 millions, to 
the peak of £337 millions. 

Advances to retail traders ex- 
panded by £15 millions to £384 
millions, but this, like the slightly 
larger increase in borrowings by 
agriculture, probably mainly reflected 
seasonal demand; both movements, 
however, were less than in the cor- 
responding period last year. In in- 
dustry, by far the largest movement 
was the increase of {£20 millions 
(45 per cent) in the chemicals group, 
but there were also substantial pro- 
portionate increases in the textile 
categories other than cotton. The 
huge engineering category, in spite 
of its very large take-up of credit in 
the preceding quarter (when it ab- 











sorbed £56 millions), drew an addi- 
tional £8 millions; at {477 millions, 
the requirements of this group have 
expanded over the past year by 
£145 millions, or 40 per cent. It 
now accounts for one-eighth of 
aggregate advances. ‘The personal 
and professional category took over 
the quarter only an additional {£13 
millions, less than one-third of its 
borrowings a year previously. 
Make-up date for the clearing 
banks last month fell later than 
usual, so that the most recent figures 
available at the moment of going to 


May 17, Change on 
1961 Month Year 
{mn {mn {mn 
Deposits .. 7350.5 +18.7 +251.8 
“Net” Dep* 6839.8 —-17.3 +214.8 
Liquid Tt 

Assets 2314.0 (31.5) -35.1 + 70.0 
Cash 593.1 (8.1) + 2.4 + 32.1 
Call money 580.2 (7.9) -31.7 + 17.7 
Treas bills... 912.0(12.4) - 5.9 —- 68.6 
Other bills... 228.8 (3.1) + 0.1 + 88.9 
Special Dep 145.0 (2.0) + 2.8 +139.2 
6c Risk 9? 

Assets 4677.0 (63.6) +16.4 + 17.5 
Investments 1106.1 (175.0) - 8.4 -—298.9 
Advances .. 3570.9 (48.6) +24.8 +316.4 

State Bds 61.6 - 2.55 -— 13.9 
_ £ 3509.3 +27.3 +330.3 
All other + 3384.0 424.9 +3344 


* Excluding items in course of collection 
and transit items. 

+ Ratio of assets to gross deposits. 

} Excluding transit items. 


press are those for mid-May, briefly 
discussed in our June issue but not 
then tabulated in detail. From the 
accompanying table it will be seen 
that both deposits and liquid assets 
reacted slightly after their very large 
rises in April, and the rise in aggre- 
gate net advances, at {22 millions, 
was the smallest for some time. So, 
too, was the month’s decline in 
investment portfolios, but three of 
the big banks were left with their 
liquidity ratios at or very near the 
basic 30 per cent, and some further 
bank selling has been seen since. 
As will be seen from our detailed 


451 


analysis on page 511, two banks 
now have advances ratios above 
50 per cent. 


The Banks and Section 54 


Judging from the tenor of the 
memorandum submitted last June 
by the London clearing bankers to 
the Jenkins Committee on Company 
Law and from the Report of Mr 
Neville Faulks’s inquiry, as Board 
of Trade inspector, into the affairs 
of H. Jasper & Co Ltd, both 
authorities would appear to have 
been thinking along much the same 
lines about Section 54 of the Com- 
panies Act, 1948. It seems regret- 
table, therefore, that Mr Faulks’s 
report, published last month though 
completed a considerable time earlier, 
should have accused the banks of 
“conniving” at breaches of that 
section—which, in general, prohibits 
a company from providing means 
whereby anyone is enabled to buy 
or subscribe for the company’s 
shares or, where it is a subsidiary, 
those of its holding company. 

In their memorandum the clearing 
banks doubted whether s. 54 served 
any useful purpose, arguing that it 
is difficult to interpret and that its 
ramifications and purpose are ob- 
scure to the ordinary business man 
as well as to bankers. When their 
representatives appeared in person 
before the Jenkins Committee, the 
chairman asked how they would 
regard the duty of bankers under 
s. 54 and, following the reply by 
Mr H. B. Lawson (Deputy Chief 
General Manager of Lloyds Bank), 
seemed to come to the conclusion 
that the section ‘‘ ought to be recast 
in a more precise and intelligible 
form’”’. Mr Lawson had reviewed 
the history of the section and 
claimed not only that its underlying 
purpose was hard to understand but 
that it was difficult to give practical 
effect to it. 




















The matter might not have at- 
tracted much publicity if Mr Faulks 
had not used the word “ connived ”’ 
—which, even in its strict meaning, 
savours of something unpleasant. 
Moreover, his choice of phrase in 
describing “‘ fairly” the attitude of 
the banks also seems unfortunate: 
“If clients come to us with a 
proposition which obviously in- 
fringes section 54. . ., we will have 
nothing to do with it, but we take 
the view that a breach of that section 
does not invalidate the transaction 
and in cases where we suspect that 
there may be such a breach but it is 
not clearly apparent that there will 
be, then we are prepared to deal ”’. 
If Mr Faulks had intended to label 
the banks callously indifferent to the 
spirit of the law he could hardly 
have been more successful, yet he 
does not sufficiently indicate in re- 
gard to the Jasper affair in what way 
precisely any particular bank was 
concerned or to what degree the 
losses occasioned in that matter were 
the result of connivance at breaches 
of s. 54. More especially, it is not 
shown how the banks should have 
acted differently or how proximate 
to the breach the losses were. 


A reply to the charge hardly 
seemed necessary. The banks did, 
however, elect to reply by issuing a 
statement through the Banking In- 
formation Service—but they con- 
tented themselves with calling atten- 
tion to the unsatisfactory position 
to which section 54 gives rise. A 
section of a statute that is so uncer- 
tain in its operation and meaning 
should clearly be repealed or, as 
Lord Jenkins said, recast. If there 
is any reasonable doubt of its opera- 
tive effect or intention, no one 
should be accused of breach, to the 
possible injury of his public reputa- 
tion, for failure to avoid the happen- 
ing of whatever mischief the section 
was designed to meet—a fortiori 
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where no hurt results. The answer 
is not, as the Faulks report suggests, 
simply a matter of stiffening the 
penalty. ‘The purpose of the section 
must first be made clear and then 
it must be so phrased that it cannot 
be misunderstood. Appropriate ac- 
tion by the Board of ‘Trade following 
on any breach will then soon cure 
any evil. 


Beating the Bank Burglar 


The recent wave of bank robberies 
has shown that no strong room is 
secure from the burglar armed with 
appropriate tools and sufficient time. 
Since it is impossible to prevent the 
safebreaker from acquiring the tools, 
attention has naturally focused on 
methods for restricting the time in 
which he can pursue his activities 
undetected. In recent years the 
wonders of science have been applied 
increasingly to this end: invisible 
rays, ultrasonic waves, and a host of 
instruments highly sensitive to ab- 
normal changes in light, heat or air 
movement are being employed to 
give rapid warning of any attempted 
burglary or hold-up. This process 
was extended last month when Elec- 
tric Protection Services brought to 
Britain the techniques of detection 
applied in the United States by its 
parent, the American District Tele- 
graph Company. The nerve-centre 
of the new system is a central control 
station in Holborn, its walls lined 
with lights, dials and levers and its 
windows bullet-proofed, connected 
by direct paired line to detection 
devices in bank vaults, strong rooms, 
stores, offices, etc, in the Greater 
London area. It is planned to open 
further stations shortly in Notting- 
ham and Bristol and, subsequently, 
on the Continent. Two clearing 
banks — Barclays and the West- 
minster—are believed to be adopt- 
ing the service for some of their 
branches. 
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Under Fire Again 


CROSS-FIRE of influences has sorely tried the City’s nerves in 
this past month. A new build-up of pressure has driven sterling 
down to its lowest since 1957; and arun of disappointing economic 
news has aggravated the doubts about the long-term trend of the 

economy. How demoralizing an effect this combined assault has had can 
be clearly seen in the behaviour of stock markets. Gilt-edged stocks have 
touched successive all-time lows, with 24 per cent Consols below 39; 
while industrial equities have suffered a severe shake-out that has carried 
the Financial Times index to fully 12 per cent below the peak reached at 
mid-May. In this nervous atmosphere the question most City observers 
are asking is not whether the authorities are preparing some new corrective 
action but whether their intervention can reasonably be delayed even for 
the few weeks before the passing of the Finance Bill puts at their disposal 
the new between-budgets fiscal regulators. 

This new trouble for sterling started with renewed gossip about devalua- 
tion, gossip springing from a litter of assorted currency rumours conceived 
by an international get-together of exchange dealers in Switzerland early in 
the month. A week or so later the damage emanating from Lucerne was 
seemingly made good from Basle—by a comprehensive and quite unprece- 
dented denial. Dr Per Jacobsson, fresh from that special rendezvous of 
central bankers, the annual meeting of the Bank for International Settle- 
ments, carefully explained that he “ happened to know ”’ that the monetary 
authorities in all the major centres were determined to maintain existing 
parities and were not contemplating any sort of international adjustment 
of currencies. Unfortunately, hardly had the markets drawn breath after 
this authoritative reassurance when sterling faced a quick succession of 
new blows—from the disheartening trade returns for May, from further 
proofs of the spreading upturn of domestic prices, and from several prominent 
international comments on Britain’s competitive power. 

Each of these seemed to strike through to the roots of the underlying 
weakness that shows itself, every two or three years, in a new crisis for 
sterling, a weakness for which successive governments have failed to find a 
corrective and one that shows little sign of responding to measures of the 
kind employed up to date. This, at least, is how it looked to the new- 
found pessimists, in last month’s revulsion from the wishful arguments 
prevalent a few weeks ago. Many see parallels between present trends and 
those that produced the crisis of 1957, and some find the present conjunc- 
ture worse in two important respects—first, because the current balance of 
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payments is now in deficit whereas then it was in surplus, secondly because 
the remedies that seemed effective then are thought to have been found 
wanting after all. 

Certainly there are resemblances between the two periods. The crisis 
of 1957 stood apart from earlier crises in that the domestic public was for 
the first time seriously worried about the falling purchasing power of money. 
The round of wage-price increases then was not abnormally large, but it 
followed a long succession of earlier rounds and so started a flight from 
gilt-edged securities that was really a flight from money as such, the first 
of its kind that Britain has known in modern times. The run on sterling 
four years ago reflected this fundamental fear of depreciation as well as the 
more familiar fear of a fall in the exchange rate. Now, as in 1957, it is 
from the behaviour of prices and wages that much of the uneasiness stems; 
but the background against which this has to be viewed is very different. 


Back to the Spiral 


We are now witnessing the breaking-up of the stability that was the 
principal achievement of the emergency measures of 1957, the only extended 
spell of stability since the war. During 1958 the retail price index rose by 
less than 2 per cent, during 1959 it showed no net change, and during the 
first three quarters of last year it rose on balance by a small fraction of 
1 per cent, whereas in earlier years it had been climbing at an average rate 
of 4 to 5 per cent annually. In the eight months to last May it rose from 
110.5 to 113.6 (January, 1956 = 100), or by 2.8 per cent, and the increases 
recently made in prices of bread, beer and tobacco make it certain that 
the June index will show a further sharp advance. At the end of this 
month, moreover, increases take effect in rail and bus fares in the London 
area, to be followed in the autumn by other rail fares and season tickets 
and eventually by increases in freight charges too, wherever the traffic will 
stand it. Meanwhile, the 1 per cent increase in maximum iron and steel 
prices conceded to the industry last month by the Iron and Steel Board— 
the first increase in four years—will. be working its way into costs. 

This upturn in prices has been accompanied—indeed, preceded—by a 
steepening of the curve of wage rates. During 1959 the index of average 
weekly wage rates had risen by only 1.1 per cent, compared with rises of 
3.6 per cent in 1958, 5.7 per cent in 1957 and 7.4 per cent in 1956. But 
this trend was sharply reversed in 1960; and the larger rises in weekly 
rates were accompanied by bigger reductions in normal weekly hours of 
work, so that hourly wage rates rose more steeply still. During the first 
five months of 1960, before the retail price index had shown any perceptible 
movement, average hourly rates had risen by fully 34 per cent, and in 
manufacturing industry by more than 4 per cent. Over the year as a 
whole weekly rates rose by 4 per cent and hourly rates by 6.6 per cent. 

There has been little slackening in the rate of climb in the current year. 
By April, the latest month for which figures are yet available, the weekly 
wage index had put on another 2 points, to 124.2, and the hourly index 
another 3 points, to 129.0 (January, 1956 = 100 in both indices). In these 
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four months rather over 5 million workers had been granted wage increases 
equivalent to an addition of £1,700,000 to the wage bill for a normal working 
week. That was almost precisely the same addition as rather more than 
54 million workers were granted in the first four months of 1960—and it 
contrasted disturbingly with experience in the corresponding period in 
1959, when the wage awards affected fewer than 3 million workers and 
cost just over £600,000 a week. 

Plainly, the Chancellor’s warning in his budget speech that the cost- 
inflationary process would speed up further is being justified all too quickly. 
There are other wage claims in the pipelines, and the many negotiations 
due later in the year will be taking place against this background of rising 
retail prices—rises that are themselves attributable, in part at least, to the 
earlier increases in wages. Over the past year, Mr Selwyn Lloyd pointed 
out last month, gross incomes from wages and salaries have risen about 
84 per cent; and he went on to estimate that the total of disposable personal 
incomes—including income from property, but after deduction of tax in 
each case—will this year be some £1,000 millions larger than in 1960. 

In these circumstances, the plight of the gilt-edged market implies the 
spreading of fears akin to those of 1957. The severe further falls in gilt- 
edged prices, in total disregard of the budget arguments about the big 
reduction in the Government’s borrowing needs and the strengthening of 
its “‘ technical ’’ position, clearly reflect other influences besides the coming 
freedom for trustees and the appeal of growth stocks—especially as the 
equity market has been tumbling simultaneously. This latest wave of fears 
about inflation seems different in several ways, however, from its prede- 
cessors. On the one hand there is among many observers a sense of dis- 
illusionment, a deeper pessimism about the likelihood that the drift will 
ever be arrested. On the other hand there are many who call for a ‘‘ new 
approach’’. A great variety of criticism and advice, much of it vague and 
superficial, has recently been proffered to the Government on this theme. 


The External Deficit 


Both these lines of thought stem in part from the feeling that economic 
policy is reaching an zmpasse. ‘The new rise in costs that threatens the 
balance of payments is to some extent at least the result of the check to 
production, and that check in its turn was administered in order to protect 
the balance of payments. The repercussion on costs could be tolerated, it 
might be argued, provided the balance of payments did duly improve, so 
that both the brake on production and the special pressure on costs would 
be of short duration only. But what if the strains on the balance of pay- 
ments persists? The biggest single cause of last month’s apprehensions 
was the belief that a vicious circle of that kind was indeed taking shape. 

Three months ago, it will be recalled, the markets absorbed without a 
ripple the drastic revisions of the official estimates of Britain’s balance of 
payments—revisions showing that in 1960 the current account was in deficit 
to the extent of £344 millions, or double the figure the public had been led 
to expect. If such a disclosure was shrugged off on any logical grounds, 
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it could only be on the hypothesis that a massive improvement was already 
under way and would continue. The knowledge that stock-building in 
the domestic economy had reached the phenomenal total of £600 millions 
in 1960, and by its overdue decline would give important relief this year, 
was one big support for such a hypothesis; another was the forecast of a 
recovery in exports. The trend of the trade figures in the early months 
of this year, and then the full estimates released last month of the balance 
of payments in the first quarter, have justified these hopes in some measure. 
As a note on page 447 shows, the quarter’s identified current deficit, at 
£56 millions, was at less than half the rate of the two preceding quarters 
(£265 millions for the half-year). But this was a seasonally favourable 
quarter compared with unfavourable ones; it still shows an increase of 
£19 millions on the deficit for the first quarter of last year. Moreover, 
after eliminating the distortions caused by the Ford share deal, the net 
outflow on long-term capital account was shown to have been exceptionally 
large. Finally, the trade figures for April and May, undependable though 
they may be as a guide to the trend, have raised doubts whether exports 
are holding their gains and whether the total drop in imports will be as 
large as had been hoped. 

The sense of frustration at these trends in prices and in the balance of 
payments has been sharpened by the knowledge that they have arisen, not 
from any over-rapid growth in the economy, but in a period in which the 
aggregate output (though not its distribution between capital goods and 
consumer goods) has been approximately stable. Indeed, until the official 
monthly indices were revised ten days ago (with revisions extending back 
to the beginning of 1960), it appeared that both in March and in the first 
quarter of this year the aggregate volume of industrial output was the same 
as in the corresponding period last year, and that in no subsequent month 
had the total regained the slightly higher volume briefly attained before 
hire-purchase control was reimposed in April last year. On this evidence, 
it seemed that if any further restrains were now imposed on demand in the 
hope of checking the rise in prices, they might enforce an actual decline 
in aggregate output. Alternatively, it was being widely argued that to 
put any additional brake on demand would be pointless in any case, not 
merely because the last action of this kind had failed to prevent the upturn 
in prices, but also because the level of output in major sectors of industry 
still seemed to be running significantly below capacity. 

Now, however, these lines of argument look somewhat weaker. The 
revised indices, seasonally adjusted, put the trend of aggregate industrial 
output in a slightly better light. The average for the first quarter of this 
year, at 120.7 (1954 = 100), was admittedly precisely the same as that for 
each of the three preceding quarters, but it compared with 119.3 in the 
first quarter of 1960; more significantly, the provisional index for April, at a 
peak of 122, was 1.7 per cent ahead of last January and 0.8 per cent ahead 
of April, 1960. This small gain in aggregate output over the twelve 
months, which is obviously smaller than might normally be expected to 
accrue from the yield of additional investment brought to fruition, was 
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associated with a slightly larger net intake of workers into industry, so that 
average Output a worker actually declined. ‘This conjuncture is evidently 
in part a reflection of the tendency of the industries most hit by the hire- 
purchase restraints to cling to their labour. It would be most unwise, 
however, to regard this under-utilization of the employed labour force as 
evidence of a corresponding safety margin when considering the pressure 
of demand. ‘The productive capacity of the industries in which this under- 
utilization is most marked will not help to prevent an inflationary overload 
on the economy unless it is upon their products that the rise in demand 
is most concentrated; and that is not the pattern of demand that has 
developed this year. 


Diagnosing Excess Demand 


The Government, for its part, is evidently rejecting this facile global 
method of estimating available productive resources. Whether or not it 
regards the recurrence of wage-price dangers as an independent inflationary 
force—and there is some evidence that it does—it is certainly worried by 
the mounting volume of demand. It sees the danger of an inflationary 
overload in spite of the available capacity to make refrigerators and washing 
machines—and even motor cars. ‘This, it will be recalled, is how the 
problem presented itself to the Chancellor at budget-time—as a problem 
first of demand inflation, notwithstanding his pin-pointing of the prices- 
wages spiral as this year’s “‘ principal menace’’. Only such an approach 
could explain his effort to combat the menace by indirect taxes that work 
through either consumer prices or industrial costs. Since the budget, all 
sectors of demand, with the possible exception of exports, have been rising 
at least as fast as was then foreseen. Especially is this true of fixed invest- 
ment, and there is no sign that its pace will slacken later in the year. In 
the public sector, indeed, as the Chancellor said in an important speech 
on June 22—his first comprehensive public survey since the malaise began 
—investment programmes are running “‘ beyond what the economy can 
sustain and beyond what the Government can afford . . . some necessary 
programmes will have to be postponed ’’. ; 

The official diagnosis, it is clear, pays more attention to the drop in the 
unemployment ratio by mid-June to only 1.2 per cent, its lowest at this 
season since 1957, and to the rise in unfilled vacancies to more than 100,000 
beyond the number of workers unemployed, than to the fact that nearly 
half the industrialists who answered the four-monthly questionnaire of the 
Federation of British Industries in early June were working below full 
capacity. This experience, the Chancellor observed, must have been 
attributable mainly to shortage of skilled labour—which one-third of the 
firms who expected their output to be limited in the ensuing four months, 
foresaw as the chief limiting factor. Another 11 per cent of those firms 
stressed the shortage of other labour. 

There seems little doubt, therefore, that it is towards further restraint 
in demand and expenditure that policy will now be directed. A tougher 
scrutiny of investment outlays in the public sector is evidently already in 
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train; the long-term review of Government expenditure announced in the 
budget speech has now been stated to be well advanced; and “ in the shorter 
term ’’ the Chancellor has promised to “‘ make the maximum administrative 
economies possible’. On consumption, nothing has yet been said beyond 
a naive appeal to consumers “ to continue to show their awareness of the 
national situation ’’, but it will be surprising if the Chancellor does not 
bring at least his surcharge on indirect taxation (including all “‘ revenue ”’ 
customs duties, most excise duties, and purchase tax) into play soon after 
the power becomes available. There have been rumours, too, that the 
authorities are seeking methods of relieving the intense pressure on the 
building industries by restraining commercial building and big develop- 
ment projects—but nobody believes that for this purpose they will deliber- 
ately resort to higher interest rates, or even that they have regarded the 
latest fall in gilt-edged as a helpful influence. 

If Bank rate is raised, that will rather be done to give reassurance overseas 
than to support domestic restraint. But there is now the vital difference 
that it is not to the gentlemen of Zurich but to those of Basle that the 
reassurance has to be addressed—and they can be counted on to be much 
more patient, and perhaps more understanding. It is mainly thanks to 
the Basle arrangements—now confirmed to be not merely short-term 
arrangements, though related to short-term movements—that the Chan- 
cellor has been able thus far to avoid rushing into emergency measures. 
Last year’s strengthening of the reserves and of the drawing rights at the 
Fund, and this year’s new facilities from other central banks, make it certain 
that sterling can be defended against short-term capital movements and 
short-run deficits. 

The facilities are in effect provided on condition that a long-run cor- 
rective is found for the imbalance. The Chancellor has started his search 
for the corrective by looking afresh at Britain’s military and other govern- 
mental expenditures overseas (including the “‘ support costs ’’.of the forces 
in Germany) and by saying “ clearly for all to hear ” that the country cannot 
provide ‘‘ unlimited quantities’ of aid, even tied aid. Any savings that 
can be contrived in these external outlays will be clearly justified by the 
strains to which Britain is now subjected. But the ultimate solution can 
only come from the growth and competitive strength of the domestic 
economy, and too often in recent years these have seemed to be conflicting 
objectives. To reconcile them may indeed call for a new approach— 
especially, perhaps, to the wages problem now attracting so much attention 
on all sides.* Certainly, if the task-is ever to be achieved by the principles 
professed by the Government in this past decade, they will have to be 
applied more surely and, above all, more consistently. At present, that 
may be asking more than the nerves of politicians can stand: but will the 
expected entry into the Common Market force them to screw their courage 
to the sticking-point? 





* See, for example, the important study of The Problem of Rising Prices made by six 
economists at the request of the OEEC (OEEC Publications, 21s) and also the 1961 annual 
report of the Bank for International Settlements, both of which were released last month. 
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America on the Rebound 


N the short space of three months the American economy has made 

good its losses in the recession. ‘The Federal Reserve Board’s index of 

industrial production for May—showing a gain of 3 points for the 

second month running—was some 6 points above the low of 102 touched 
in January-March and within 2 points of its level on the eve of the recession 
a year earlier. Although there were signs last month that the pace of 
advance was slackening in the automobile and steel industries—which had 
played as prominent a part in the upturn as in the preceding recession—it 
seems likely that aggregate industrial production went further ahead. Gross 
national product, the fall in which, as usual, had been even more gentle, 
almost certainly reached a new peak in the second quarter. Provisional 
estimates put it at an annual rate (seasonally adjusted) of around $510,000 
millions, a gain of $10,000 millions on the first quarter and $5,000 mil- 
lions above the previous peak rate in the second quarter of 1960. Even 
when allowance has been made for the increase in prices between the 
second quarters of the two years, it seems probable that GNP registered 
a new high. Thus in the past three months the American economy has 
given another demonstration of its remarkable resilience. What remains 
in doubt—and what is being questioned increasingly by economists and 
by the new Administration itself—is its ability to sustain a rate of growth 
rapid enough to reap the benefits of improving technology and to give 
tolerably full employment to America’s growing labour force. 

The problem of the gap between the actual and the potential performance 
of the American economy is reflected most obviously (though not perhaps 
most enlighteningly) in the heavy legacy of unemployment. Statistically, 
the increase in employment that has accompanied the recent recovery in 
production has done no more than offset the further growth in the labour 
force. The seasonally-adjusted ratio of unemployment, which hardly 
dropped below 5 per cent throughout the expansionary phase 1958-60, 
remained in May at the year’s peak of 6.9 per cent (though this was signifi- 
cantly below the 7.5 per cent recorded in the summer of 1958 after the 
previous recession). Undoubtedly, America’s 5 million unemployed present 
the new Administration with its most urgent economic problem. President 
Kennedy has pledged himself to the vigorous pursuit of full employment 
and has endorsed the assertion of the chairman of his Council of Economic 
Advisers, Mr Walter Heller, that ‘‘an unemployment rate of 4 per cent 
can be taken as a reasonable target for full utilization of resources con- 
sistent with reasonable price stability”. Appropriately, the emphasis in 
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the Administration’s economic policies is strongly on expansion. But, as 
is being increasingly recognized, America’s unemployment problem is too 
complex to be solved simply by expanding total demand. A substantial 
part of the unemployment is structural, stemming from the decline of 
particular industries and regions, and a further substantial part is the direct 
consequence (foreseen by the unions) of pressing claims for higher wages. 
Plainly, it would be dangerously inflationary to seek to remove the unem- 
ployment arising from these causes by stimulating total demand. But 
when this important reservation has been made it is obvious that the 
American economy will need to expand at a significantly faster pace in the 
1960s than it did in the 1950s if unemployment is to be reduced to tolerable 
levels. And if it be true that the economy is at present running some 20 per 
cent below capacity, aggregate demand should be able to be expanded 
appreciably without giving rise to new inflationary strain. 

At the moment the chief expansionist force in the American economy is 
Government spending. ‘The rise in such spending over the past eighteen 
months was undoubtedly the principal reason for the mildness of the 
recent recession. As will be seen from the accompanying table, the increase 
of $7,200 millions in the rate of Government spending between the second 
quarter of 1960 and the first quarter of 1961, together with the welcome 
improvement of $3,300 millions in the export surplus, substantially offset 


AMERICA’S RECESSION, 1960-61 
($000 millions; seasonally-adjusted annual rates) 


1960 1961 
Ist Qtr 2nd Qtr 3rd Qtr 4th Qtr 1st Qtr 


Gross national product: 


1960 trices .. ni es .. 4648 506 .3 501.7 500 .4 495.5 
Current prices , ; _. | ae 505.0 503 .5 503.5 499.8 
Personal consumer spending . cs ie 329 .0 328 .3 330.8 328 .8 
Gross private domestic inv estment .. 79 .3 75.5 70.8 66.0 61.0 
New construction .. ie se 40.8 40.7 40.5 40 .3 39.0 
Plant and equipment - 27.1 29.5 29.7 28.7 26.5 
Change in business inv entories .. 11.4 5.2 0.6 -—3.0 —4.5 
Net exports of goods and services... com 2.0 Bae 4.6 5.3 
Government spending. . cA me 97.5 98 .6 100 .7 102.1 104.7 
National defence... ada ee 44.9 44.7 45.1 45.7 47.2 
Other federal ae ia p. 7.5 7.6 8.2 8.2 8.1 
State and local - i a 45.7 46.9 48 .0 48.8 50.0 


the dramatic swing of $9,800 millions in the rate of stock-building (from 
plus $5,300 millions to minus $4,500 millions) and the fall of $4,700 millions 
in the rate of spending on fixed investment. (Thanks to the continued 
increase in personal disposable incomes—which showed a net rise of $3,100 
millions over the three quarters—the rate of consumer spending was main- 
tained throughout the recession, despite some increase in personal saving.) 
In the ‘months ahead production should benefit from the rebuilding of 
business inventories. In many industries the current ratio of inventories 
to sales is abnormally low. But for the economy as a whole the liquidation 
of stocks between September, 1960, and March, 1961, eliminated less than 
half of the sharp upsurge in stocks in the first half of last year. Part of 
that process of liquidation, moreover, was attributable to the adoption of new 
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techniques of stock control and a growing belief among businessmen that 
future supplies would be readily available at prices not significantly different 
from those currently ruling. It seems unlikely, therefore, that stock- 
building will itself provide a major expansionist force in the economy— 
unless, of course, the current signs of pressure on some prices lead business 
men to reconsider the inventory policies they have recently adopted. Simi- 
larly, with existing capacity heavily underemployed it seems unlikely that 
business spending on new plant and equipment will increase rapidly, 
though, of course, the persistent pressure on wage costs provides a strong 
incentive to install labour-saving machinery. Encouragingly, a marked 
increase in expenditure on construction is promised by the recent upturn 
in new housing starts—and, in the longer-run by the growth of population, 
particularly in the marriageable age-groups. Even so it appears that the 
American economy will have to rely on Government spending to give the 
main impetus to expansion. 

Certainly there is no shortage of spending opportunities for the Govern- 
ment and its agencies. By openly entering into competition with the 
Soviet Union to get the first man to the moon (and setting a target date 
of 1967 for that exploit) President Kennedy at one stroke added a further 
$7,000- $9,000 millions to the (already high) cost of America’s space pro- 
gramme over the next five years. In the current state of international 
tension it seems certain that defence costs are going to rise further and 
that America’s aid programmes for the uncommitted nations may have to 
be augmented. At home, moreover, the Administration is pledged to a 
programme of social reform that implies a substantial increase in social 
investment. Undoubtedly, Government spending could impart a strong 
thrust to the American economy in the years ahead. But, quite aside 
from the philosophical problems that this would present to a society dedi- 
cated to private enterprise, such reliance on Government spending would 
encounter formidable practical difficulties. 

The most obvious of these difficulties is the American public’s tendency 
to identify a budget deficit with inflation. At a time when the economy 
is operating well below capacity and when 5 million men are without 
work this is completely irrational. Moreover, since a substantial portion 
of federal spending is overseas, and thus has no direct effect on the 
American economy, it can be argued that a balanced budget in the United 
States is not neutral but deflationary. Unquestionably, the strenuous 
efforts made to rebalance the budget after the large deficit incurred in 
1958-59 played a prominent part in bringing the expansion of 1959-60 
to an untimely halt. Happily there are signs that the American public 
has drawn some reassurance from the fact that that deficit left no infla- 
tionary aftermath. ‘The swing in the fiscal year 1960-61 from the budget 
surplus of $4,200 millions originally expected to a deficit of around $3,000 
millions has been viewed fairly calmly. The deficit for the fiscal year just 
opening, now put at $3,700 millions (still on the optimistic assumption 
that Congress will sanction the requested increases in postal rates and 
road charges), seems to be causing more misgivings. It was defended last 
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month by Mr Dillon, the Secretary of the Treasury, as being ‘‘ both 
inevitable and appropriate ’’. Mr Dillon went on to stress that the growth 
that the deficit should engender would in due course provide the very means 
by which the budget could be balanced. Encouragingly, he predicted that 
gross national product would be running at the rate of $530,000 millions 
by the fourth quarter of this year and might reach $570,000 millions by 
the end of 1962—representing an increase of more than 12 per cent in 
eighteen months. This rate of growth, he asserted, would swell tax 
revenues in the fiscal year 1962-63 sufficiently to cover higher spending and 
to leave a surplus. Thus the old arguments have been (almost) stood on 
their heads: growth, stimulated initially by a deficit, is presented as the 
means by which a balanced budget can be assured in the future. 


Faint-heartedness at the Fed ? 


How far the American public in general, and Wall Street in particular, will 
be convinced by these arguments remains to be seen. The rebound in 
the economy and the return to deficit financing have, not unexpectedly, 
led to a hardening of rates in the bond market. Although the Adminis- 
tration is still publicly committed to pushing long-term interest rates lower, 
it is clear that the efforts of the monetary authorities in coming months 
will in fact have to be directed at restraining the rise in rates occasioned 
by the growing pressures on the capital market. Inevitably, the hardening 
of interest rates in recent weeks—the average yield on long-term bonds 
rose from 3.69 per cent to 3.90 between mid-May and mid-June—has led 
the cheap money school of the Democratic Party to charge the Federal 
Reserve Board with faint-heartedness. This charge, however, hardly bears 
close scrutiny. Since the Fed abandoned its policy of “ bills only” in 
mid-February it has purchased more than $2,000 millions of securities 
with a life exceeding one year. It has consistently held the free reserves 
of the commercial banks around $500 millions, a level traditionally denoting 
easy-money. It seems doubtful whether it could have done much more 
to bring down longer-term rates at a period when short-term rates were 
being nudged higher to protect the dollar.* Indeed, it looks as though the 
Fed will need to make very heavy purchases of securities in the months 
ahead if it is to prevent a fairly sharp rise in interest rates. The advisability 
of so restraining the natural tendency for rates to rise during a phase of 
expansion is, of course, very questionable. One important practical argu- 
ment against such a rise—that it would compel the Treasury to finance its 
deficit in the short-term market—has been neatly disposed of by the recent 
ruling of the Attorney-General that the 4} per cent ceiling for the nominal 
rate on Treasury bonds with a life exceeding five years does not preclude 
the issue of such bonds at a discount. 





* The relationship between short-term and long-term interest rates in the United States 
since 1951 is carefully analysed in The Morgan Guaranty Survey for April, 1961. The 
article concludes that: “‘ On the basis of the refined statistics that have been presented .. . 
the linkage between short and long rates appears so powerful as to make discouraging the 
task of trying to force their movements appreciably apart for any prolonged period ”’. 
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Plainly, the main dangers of a strongly expansionist policy in America 
are psychological. They are no less formidable for that. The fears of 
inflation aroused by a budget deficit and the effect on the bond market 
of those fears (and the Treasury’s need for additional finance) cannot be 
left out of account. Happily, the danger, which seemed to loom large in 
the closing months of last year, that rapid expansion might impose new 
strains on the dollar has greatly diminished: latest official estimates put 
the overall deficit in America’s payments this year at $1,500 millions—well 
under half the deficits recorded in each of the three years 1958-60; and the 
recent rise in the US gold stock suggests that overseas central banks may 
be content to hold the dollars accruing to them and not seek to convert 
them into gold. Another danger, however, has not diminished in the 
past six months—the danger of a new bout of cost inflation. The infla- 
tionary threat that many observers see implicit in the Administration’s 
expansionist policy in reality stems not from the possibility that demand 
may press too closely on resources but from the risk that the buoyant at- 
mosphere engendered may weaken resistance to wage and price increases. 

Even more than in Britain (where, as our opening article has explained, 
the evidence of underemployment is much less certain), the upward pressure 
on costs poses a major problem of policy. Immediately after taking office 
President Kennedy indicated that he was considering a more direct approach 
to the problems of cost inflation than had been tried by his predecessors. 
Subsequent events have suggested that the Administration may find itself 
more intimately involved in the processes of wage negotiation than it would 
probably wish to be. Mr Kennedy has already warned that the economy 
“cannot afford unjustified price and wage increases”. Recently there 
have been signs that he may be considering active steps to prevent such 
increases. ‘Thus at the beginning of last month Mr Goldberg, the Secretary 
of Labour, warned the motor industry that the Administration would not 
tolerate a strike when existing wage contracts expire later this year. In 
effect he served notice on the managements and unions alike on the eve 
of the crucial wage negotiations that if they could not reach agreement he 
might order the dispute to be put before a special commission. Equally 
significantly, it was also indicated last month that the President’s economic 
advisers were making a special study of steel prices. Despite the current 
bout of price cutting, pressure for an increase in prices has been mounting 
recently within the industry and is likely to reach a peak in October, when 
some 450,000 United Steelworkers receive a wage increase of 8 cents an 
hour as the final instalment of the 39 cent increase agreed in the settlement 
that ended the 1959 strike. Clearly, the Administration is taking a very 
keen interest in current price and wage negotiations: gradually, it may be 
edging towards the policy, advocated by Professor Galbraith, of using its 
influence to restrain prices and wages in key industries. Whether any 
such policy can succeed in practice is open to serious doubt. But the 
experiment is certainly worth trying. For in the last analysis the success 
of the Administration’s efforts to force the pace of American expansion may 
depend above all else on its ability to moderate the pressures on costs. 
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Italy’s Calculated Risk 


By A ROME CORRESPONDENT 


, 


TALY ceased to be a “ geographical expression ’’, as Metternich had 

labelled her, and became a political unit in March, 1861, but a hundred 

years later it is still debatable whether she has achieved economic 

unity. The background of formidable handicaps—most notably the 
comparative poverty of natural resources, the great economic and social 
disparities between north and south, and the chronic inadequacy of domestic 
capital formation—has not yet been overcome. The problems presented by 
those handicaps have, however, been diminished by the very process of eco- 
nomic growth that their existence impeded. From the outset, political 
unity brought economic progress, but it was irregular and unevenly spread; 
since 1950, however, the pace of development has become much quicker 
and steadier. Real income per capita trebled between 1861 and 1960, 
but half this increase took place in the last ten years. This article reviews 
briefly some of the most important features of that decade of unprecedented 
expansion, particularly the changes in Italy’s balance of payments, and 
glances at their implications for the future. 

In a modern economy ready supplies of capital and labour are even more 
vital than indigenous natural resources; in Italy, a successful drive for a 
more efficient use and combination of these key resources is reflected in the 
marked shift in the composition of domestic product. In the years imme- 
diately following the war, agriculture was still practically the only source of 
income in many regions. In 1950, it accounted for 30 per cent of Italy’s 
national product, while industry accounted for 35 per cent, services for 
24 per cent and Government employment for the remaining 11 per cent. 
By 1960, thanks to a continuous drive for technical progress and adaptation 
to modern requirements, industry and services combined had come to 
account for some 71 per cent of national product, while the share of agri- 
culture had fallen to 17 per cent (though 20 million people, around 40 per 
cent of the population, still depended on it for their livelihood). At 
constant prices net national income rose, between 1950 and 1959, at an 
average annual rate of 5.4 per cent; private consumption rose by 4.3 per 
cent, but gross fixed investment rose almost twice as rapidly, by 8.2 per 
cent. This pattern continued in 1960, when the expansion of national 
product accelerated to 6.6 per cent: consumption rose by 7.4 per cent but 
investment increased by no less than 14.4 per cent (18.2 per cent if stock- 
building is included). 
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This rapid rate of progress went a considerable way towards reducing 
the distortions evident for so long in Italy’s economic and social structure. 
Some of the most striking of those distortions are, to a great extent, of 
historical and geographical origin. ‘This is particularly true of the contrast 
between the conditions in the north and those in the south that has created 
the so-called “‘ Southern Problem’’, the solution of which has been a 
constant Jeztmotiv in Italian politics since the beginning of the century. 
It is the backwardness of the south that lies behind Italy’s chronic problem 
of underemployment: even now, after the efforts of recent years and after 
the large-scale emigration of workers to other countries, unemployment 
still totals around 14 millions, or more than 7 per cent of Italy’s labour 
force. Only in the late 1940s did a radical and ambitious programme of 
aid for the south come into being, initiated and implemented by internal 
measures (financial, fiscal and institutional) and external assistance. Despite 
the energetic efforts of recent years, however, the gap between north and 
south has not been reduced—because, as often happens when general 
progress takes place in conditions of marked disparity, the north has pro- 
gressed at an even faster pace. In 1960, the south, with about 38 per cent 
of Italy’s population, was still producing only about 23 per cent of the 
national income. Yet in spite of the criticism levelled at the plans and 
the methods of aid, the fact remains that in absolute terms conditions have 
improved in the south and continue to do so. 

Another long-standing problem, the inadequacy of domestic capital 
formation, had always been at least partly overcome by the inflow of 
emigrants’ remittances and foreign capital. But, of course, this inflow 
ceased during the war, and not until a considerable time after the war did 
these external receipts gradually reappear and grow. By the late 1950s 
both were again prominent on the credit side of the balance of payments. 
But the crucial réle that such outside funds had earlier played in financing 
investment in Italy had meanwhile been sharply reduced by the rapid rise 
in domestic saving. Significantly, in 1959-60 Italy herself began to export 
capital, an entirely new, and probably still an exceptional, phenomenon. 


Changing Payments Pattern 


Moreover, the balancing réle that these inflows have traditionally played 
in Italy’s external payments has been reduced by the striking expansion of 
merchandise and invisible exports. Traditionally, Italy’s balance of pay- 
ments has shown a deficit on trade, covered by a surplus on invisibles 
(chiefly tourism, emigrants’ remittances and shipping) and by an inflow of 
foreign capital.* This broad pattern remained in the years 1951-60; but 
the extent of the trade deficit and the manner in which it was financed 
changed dramatically. From 1951 to 1957 the trade deficit averaged about 
$740 millions a year; about two-thirds of this was offset by net earnings 








_ * Foreign capital was attracted by Italy as early as the second half of the last century; 
it first found investment in industrial and public utility enterprises and in gilt-edged bonds. 
Interestingly, as early as 1851 a loan for £3,600,000 was issued in London, through Hambros 
Bank, by the Kingdom of Sardinia. 
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from invisibles; foreign investment at the time, though beginning to recover, 
was still very low, and it was by inter-governmental grants that the balance 
‘was made up. The United States alone contributed, globally, no less than 
$2,245 millions over the eight years. In the two following years, 1958 and 
1959, the trade deficit suddenly contracted to around $400 millions. This 
was attributable to a variety of factors, most notably the buoyancy of world 
demand, a favourable turn in the terms of trade, a high rate of expansion 
in branches of production that require a low import content, a greater 
flexibility of productive capacity arising from the high rate of investment, 
an increase in the competitiveness of Italian exports (stemming largely 
from the brake on labour costs imposed by the elastic supply of labour), 
and the reluctance of importers to hold large stocks at a time when con- 
fidence in the lira prevailed. This sharp contraction in the trade deficit 
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1951-57 
(average) 1958 1959 1960 
Current Account 
Imports. . 2,457 2,969 3,258 4,331 
Exports . . 1,714 2,528 2,873 3,438 
Trade balance — 743 - 441 — 385 — 893 
Invisibles (net). . , 516 1,056 1,038 1,181 
Current balance — 227 615 653 288 
Government items 230 38 - 169 57 
Capital transaction (net) 56 195 266 197 
Others .. R Aa 21 14 - ae 
Overall balance 80 850 764 521 
Financed by: 
Change in official holdings of gold and 
convertible currencies - 128 — 764 - 877 —- 127 
Change in foreign exchange position of 
the Italian banking system . _ + 48 - 86 + 113 — 394 
- 80 - 850 —- 764 - 521 














coincided with a growth in net earnings from invisibles from the average 
of $500 millions recorded over the years 1951-57 to more than $1,000 
millions, half of this growth being attributable to tourism. At the same 
time foreign capital had started to enter the country in increasing quantities, 
taking the place of the gradually dwindling inter-governmental grants. In 
1960 the pattern changed once more: earnings from invisibles continued to 
rise, but the rate of increase slowed down, although tourism and emigrants’ 
remittances reached the record level of $642 millions and $325 millions 
respectively. The inflow of capital rose further: Italy’s external indebted- 
ness, which by 1957 amounted to about $577 millions, stood by the end 
of 1960 at a level not far below $2,000 millions.* But the major change 





* These figures relate to industrial securities, mostly equities, as well as to Government 
bonds in foreign hands. If we add both private and public loans, Italy’s total medium- 
and long-term indebtedness was $3,014 millions at end-1960 compared with $1,313 millions 
at end-1957. Part of the increase, of course, reflects the rise in Italian stock exchange values. 
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occurred in the trade deficit, which, as the accompanying table shows, 
more than doubled in the year to almost $900 millions, thus reducing the 
surplus on total current payments by more than half—from $653 millions 
to $288 millions. This deterioration was attributable mainly to an abrupt 
increase of about 40 per cent in the value of imports (compared with a rise 
of 20 per cent in exports). This upsurge in imports was partly the result 
of a poor harvest and of increased stocking of raw materials, but the main 
cause seems to have been pressure of domestic demand for machinery and 
equipment, and for manufactured and semi-manufactured goods. 

The Italian authorities, keenly aware of the serious problems of under- 
employment that still persisted, deliberately refrained from adopting 
measures (monetary, fiscal or direct) that might have offset the internal 
liquidity generated by the balance of payments surplus. By so abstaining, 
they allowed the rise in domestic demand that could not be satisfied from 
domestic production to be met by increased imports. At the same time 
the authorities gave more freedom in other directions to allow part of the 
country’s resources to participate in the international programmes of 
assistance to underdeveloped countries, and to encourage Italian invest- 
ment abroad (though the ban on purchases of foreign securities by private 
persons remains). The net financial assistance granted to underdeveloped 
countries by Italy, through all forms of grants, public and private medium- 
and long-term loans, special export credits for capital goods, totalled 
about $680 millions over the period 1957-60. The total of private invest- 
ment abroad rose from $57 millions in 1959 to $170 millions in 1960. 
The net effect of these policies of encouraging imports and promoting an 
outflow of capital was to reduce the overall surplus on the balance of pay- 
ments from the record sum of $850 millions achieved in 1958 (more than 
ten times the average for the preceding eight years) to $764 millions in 1959 
and $521 millions in 1960. 


Reducing the Gold Intake 


In consequence, Italy’s intake of gold and convertible currencies was 
sharply reduced. This was reflected partly in the much slower rise in 
official reserves, but perhaps even more strikingly in the change in the 
foreign exchange holdings of Italian banks. For some time the Italian 
banks, owing to the interest rate differentials prevailing between the Italian 
and foreign markets, had found it profitable to borrow from their corre- 
spondents abroad the foreign currency needed by their domestic clients, 
reserving their own lire liquid resources for more remunerative investment 
at home. This type of financing rose steadily from $320 millions at the 
end of 1957 to $392 millions at end-1958 and $569 millions at end-1959. 
Although imports were thereby financed at cheaper rates of interest, and 
their cost to the Italian economy thus reduced, this practice had two draw- 
backs: first, for the Italian banks it entailed a corresponding increase in 
their net foreign exchange liabilities which, by the end of November, 1959, 
had reached a peak of $488 millions; second, for the economy as a whole, 
it further swelled internal liquidity but in a way that could lead to an abrupt 
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reduction in liquidity at some time in the future (in this respect its effects 
were not dissimilar to those occasioned in Britain by the inflow of hot money 
last year); moreover, internationally, it tended to increase the strain on the 
dollar and some other currencies arising from the heavy payments surplus 
earned by Western Europe. To reduce these undesirable effects the 
Italian Exchange Office in November, 1959, introduced a measure author- 
izing the banks to take up a limited foreign exchange position, and at 
the same time offered them practical facilities for spot-forward swaps. 
Partly because the higher level of internal liquidity had somewhat reduced 
the profitability of domestic loans and investments, and partly because 
interest rates in some overseas centres were rising, the banks took advantage 
of these new facilities; although financing in foreign currency continued, 
lire were used more and more. 

Later in 1960 the banks were required, within a specified time, to balance 
their foreign exchange position with corréspondents abroad and, at the 
same time, were authorized to grant, in foreign currencies, short-term 


ITALY’S NET RESERVES 
($ millions) 
End-1959 End-1960 
Official holdings of gold and convertible 


currencies .. sie i as ch 2,952 3,079 
Net foreign exchange position of the 
Italian authorized banks .. ig ra — 392 — 59 


Net total — én ion 2,560 3,020 


credit lines to foreign banks and advances to non-residents. By January, 
1961, a total of $491 millions had been transferred by the Italian Exchange 
Office, through swap transactions, to the banking system; the net foreign 
exchange liabilities of the Italian banks, which from the November, 1959, 
peak of $488 millions had already declined to $392 millions by the year-end, 
fell to $59 millions at end-1960 and to $27 millions by March, 1961.* 

The figures commonly taken as evidence of Italy’s improved condition 
are those of the official gold and foreign exchange reserves. These reserves 
rose gradually from $417 millions at end-1950 to $1,311 millions at end- 
1957—an average annual increase of about $128 millions. In the two 
following years, 1958 and 1959, they more than doubled—to $2,952 millions, 
and reached a peak of $3,097 millions in August, 1960. A gentle decline 
then began, reflecting the measures mentioned above to encourage imports 
and stimulate exports of capital and to transfer funds from official holdings 
to the Italian banks in order to reduce their foreign indebtedness. In the 
upshot the reserves fell back to $2,936 at end-March, 1961. 

Even this brief review of recent trends and of the changes in official 
policy that accompanied them should show that Italy can hardly be con- 
sidered a “ structural creditor country”’. ‘The foundations of the process 
of reconstruction and development that began after the war rest on the anti- 





* These figures include foreign currencies, both convertible and non-convertible, as well 
as foreign-owned lira balances. 
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inflationary measures adopted in 1947, and, after 1951, on the bold policy 
of liberalizing trade and payments that drove Italy’s economy, through the 
pressure of foreign competition, to a high degree of efficiency. In conse- 
quence, the economic structure is gradually altering and Italy is evolving 
into a manufacturing country; the character of her foreign trade has 
thereby been given greater stability. 

Substantial reserves are not necessarily an indication of wealth: often 
they are merely funds set aside for essential purchases to be made in the 
near future; or funds that have been saved to implement investment pro- 
grammes that are temporarily held up by technical delays. Certainly, a 
high level of reserves stemming from a balance of payments surplus raises 
important domestic problems. The internal liquidity thereby generated 
stimulates demand, but if domestic production cannot be increased corre- 
spondingly there is a risk of an inflationary spiral. It may not always be 
appropriate, however, to introduce disinflationary measures, especially 
when, as in the case of Italy, the country has a high rate of unemployment, 
wide regional and social disparities, and a comparatively low standard of 
living. In these conditions the Italian authorities decided to take what 
was termed a “calculated risk”: the excess of liquidity was allowed freely 
to exert its natural effects on domestic interest rates and activity. Un- 
doubtedly, the surplus in the balance of payments, as a recent OEEC report 
pointed out, was the main factor behind the very rapid expansion of the 
money supply in 1958 and 1959 (by 9.9 per cent and 13.9 per cent respec- 
tively) and the associated fall in the average yield on Government bonds 
from 7.19 per cent in 1957 to 5.14 per cent in the autumn of 1960. The 
high level of the external reserves permitted the authorities to adopt this 
passive policy, and to liberalize imports further, without worrying about 
the external stability of the currency. Later, when it became evident that 
this expansionist policy was not disturbing confidence in the lira, the 
authorities carried their good creditor policies further by reducing Italy’s 
short-term indebtedness and by encouraging a modest outflow of aid 
and capital. 

The temporary and exceptional nature of some of the factors that have 
favoured the lira in recent years is, however, indicated by the tendency 
already apparent to return to a deficit in current payments. In the first 
quarter of 1961 the principal components of the current balance of pay- 
ments showed a deficit of $88 millions. This deterioration, as the Governor 
of the Banca d’Italia pointed out in his annual report last month, reflects 
a significant change of emphasis in economic policy: resources that over 
the last three years had been devoted to achieving a substantial external 
surplus are now being diverted to satisfy domestic needs. This is wel- 
come. The process of recovery and transformation is recognized to be 
very far from complete. In an increasingly competitive world Italy must 
constantly adapt her economic structure, drawing if need be on the external 
reserves accumulated in recent years. Only by such continual adaptation 
can the gains of the past decade be consolidated and the basis laid for a 
further advance in the future. 
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The Macmillan Gap— 
Thirty Years After 


By JAMES BATES 


T is exactly thirty years since the Macmillan Committee produced its 

Report on Finance and Industry. Ironically, that report is probably 

remembered best for one short paragraph in which it pointed to the 

existence of what has come to be known as the Macmillan Gap: “‘ It 
has been represented to us that great difficulty is experienced by the smaller 
and medium-sized businesses in raising the capital which they from time 
to time require even when the security offered is perfectly sound. To 
provide adequate machinery for raising long-dated capital in amounts not 
sufficiently large for a public issue, i.e. amounts ranging from small sums 
up to say, £200,000 or more, always presents difficulties”. In 1959 the 
Radcliffe Committee commented: “.. . there is a danger, which it is 
socially as well as economically desirable to avoid, that the growth of small 
firms may be impeded because they lack some of the facilities open to 
larger companies for obtaining capital”. Despite some progress in the 
period, partly as a result of the recommendations of the Macmillan Com- 
mittee, the financial problems of small firms are little nearer solution than 
they were thirty years ago. 

The Macmillan Committee proposed the setting up of a specialized 
institution concerning itself particularly with the financing of smaller com- 
mercial and industrial companies; it saw no reason why such an institution 
should not succeed. The Committee’s proposal eventually bore fruit: 
particularly since the war, various institutions have grown up in an attempt 
to fill the “gap”. The best known attempt, and the only quasi-official 
move in this direction, was the formation of the Industrial and Commercial 
Finance Corporation in 1945. This article examines the basic problems 
of financing the small firm; it first reviews the operations of the ICFC 
and compares its performance and policies with those of some of the insti- 
tutions set up in other countries to serve a similar purpose; and then turns 
to examine the changes—and innovations—still needed to fill the “‘ Mac- 
millan Gap ”’. 

In the first sixteen years of its operations, to March 31, 1961, the ICFC 
lent £74 millions to about 1,000 businesses: in the last five years roughly 
one in five applications for funds has been successful. No one would 
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deny that this makes a valuable contribution; but, seen against a total of 
over 50,000 firms in manufacturing alone with between 10 and 500 em- 
ployees, and a further 200,000 with less than 10 employees, the scope of 
ICFC’s operations seems surprisingly small. There are three possible 
reasons for this. 

First, the resources of the Corporation have been inadequate. At 
March 31, 1961, the total capital of the ICFC was about £45 millions, 
consisting of share capital of £15 millions, reserves of just under £5 millions, 
loans from shareholding banks of £15 millions and a 53 per cent debenture 
stock of £10 millions. (An issue of £6 millions of 6} per cent debentures 
was made in April this year.) In the past three years there has been an 
important rearrangement of the finances of the ICFC, the essence of which 
is that the Corporation should draw the additional resources required for 
its further growth from the capital market instead of relying, as hitherto, 
on the commercial banks (which, with the Bank of England, hold its entire 
equity). Some £54 millions of the £16 millions raised from the two 
debenture issues has been applied to the reduction of the loan from banks, 
which it is intended should be held around £15 millions. This change has 





TABLE I 

ICFC FINANCIAL FACILITIES OUTSTANDING AT MARCH 31, 1961 
Customers Aggregate Amount 

Amount Nos. y 4 Nos. 4 
Up to £10,000... * gs 113 16.3 685.5 1.6 
£10,001 to £20,000 os ae 116 16.7 1,767 .2 4.2 
£20,001 to £50,000 ie “fe 195 28.1 6,638 .4 15.8 
£50,001 and upwards... is 270 38 .9 33,001 .0 78 .4 
Total .. ‘a 694 100.0 42,092.1 100.0 


Source: ICFC Annual Report, 1960-61, p 16. 


meant that ICFC’s borrowing is now more expensive, but on the other 
hand it has put the Corporation’s borrowing on a longer-term basis and 
freed it from the implication of complete control by the banks. Even 
with its present resources the ICFC’s contribution to the finance of small 
firms might be increased if it concentrated its lendings in the range 
£10,000- £20,000 (and perhaps also £150,000-£300,000), which experience 
suggests is frequently associated with a critical stage in a firm’s growth; 
as can be seen from the accompanying table, however, there has been no 
tendency to concentrate on this key range. With larger resources the 
Corporation could take on much more business and, by so doing, would 
no doubt spread its risks. A quadrupling of present resources over the 
next five years would not be an unreasonable aim. 

Secondly, the ICFC’s lending has been held back by an insistence on 
normal standards of credit-worthiness, based, as a rule, on an accountant’s 
assessment of the financial prospect of the applicant. For normal purposes 
such assessments are reasonable enough, since most lending institutions 
have to take a prudent view; but part of the Macmillan Gap undoubtedly 
arises from the existence of firms that cannot fulfil normal standards. Such 
firms may not have a good past profit record, they may appear risky, 
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or their plans may take a long period to mature: for any of these reasons, 
and many others as well, a firm may not be able to offer lenders the security 
they normally require. By adopting standards of credit-worthiness similar 
to those traditionally applied by bankers, the ICFC has in fact over a large 
section of its operations simply competed with the banks. It is significant 
that in the period from mid-1958 to early 1960 when the banks were free 
from all restraint on their lending they passed on much less business to 
the ICFC. Moreover, the rise in long-term interest rates in recent years 
has made it difficult for the Corporation to offer loans at rates competitive 


TABLE II 


THE FINANCE OF PRIVATE AND PUBLIC COMPANIES, 1954-56* 
(Balance Sheet, March 31, 1956) 
Percentage of Total Assets 
Public Private 
Companies Companies 


Assets: 
Fixed assets .. ~ “a ots 39.3 32.2 
Stocks .. mn - edi ne 30.2 + 
Trade debtors .. oi ia a 19.0 25.8 
Liquid assets .. “a “a dis | 9.9 
100.0 100.0 
Capital and Liabilities: 
Issued capital .. re oe ¥ 28 .8 26 .4 
Reserves Pe ac yt 37 .O 38.8 
Long-term debt ud al dee 10.0 2.2 
Bank loans , 2.8 6.5 
Directors’ loans a oa — 1.3 
Trade creditors + - — 14.4 18.9 
Other 7.0 5.9 
100.0 100.0 
Average .. i ea .- £4,855,000 £97,546 


Sources and Uses of Funds, 1954-56 


Percentage of Total 
(Annual Average) 


Sources: 
Retained profit. . 4 5% “ 32.4 44.7 
Depreciation provisions ee a“ 24.8 34.3 
Issued capital .. i i kK» 16.9 33 .4 
Bank loans ae 0.4 —- 3.9 
Directors’ loans — 1.6 
Creditors 12.0 —16.6 
Other accruals .. 3.0 1.0 
Future tax reserves Pe - 9.5 
Other van 15.0 
100.0 100 .0 
Uses: 
Fixed assets 54.5 71.8 
Stocks .. of 16.3 —25.6 
Trade debtors .. 16.2 37 .0 
Other capital pay ments 6.1 0.2 
Liquid assets ; 6.9 16.6 
100 .0 100.0 0 
Average... R a .. £466,300 £5,546 


* Source: Data for public companies ie Tew and Henderson (Ed): Studies in Com- 
pany Finance (Cambridge, 1959) and Economic Trends, February, 1957. Data for private 
companies from James Bates: The Finance of Small Business, Bulletin of the Oxford Uni- 
versity Institute of Statistics, May, 1958. 
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with those charged for bank overdrafts. There seems a strong case for an 
institution that can provide funds for promising companies that are unable 
to satisfy the traditional tests of credit-worthiness. This does not imply 
that the lender should be a charitable organization, but it does imply that 
it should be prepared to accept more risk, to take a longer-term view (say 
seven to ten years), and not insist on a demonstration of a good past record 
(by their very nature many young growing firms have no past record at all, 
good or bad). Assessment of credit-worthiness in such cases is, of course, 
considerably more difficult: it depends on a careful appraisal of the manage- 
ment of the firm, market potentialities, production possibilities and so on; 
these are much more the province of the economist than the accountant. 

Thirdly, there seems to be some unwillingness among borrowers to 
approach the Corporation. Many small firms appear to fear loss of inde- 
pendence if they accept its funds: these fears are groundless—the Corpora- 
tion hardly ever encroaches on the independence of its borrowers—but 
despite the Corporation’s efforts to make this clear by advertising and 
other means this misapprehension persists. 

As constituted at present the ICFC cannot contribute much to a solution 
of the problem of financing the small firm. It can lend relatively little in 
total and therefore tends to concentrate on the safest and most profitable 
opportunities (a practice which, understandable though it is, seems to 
conflict with the original intentions of its founders). Other institutions, 
such as the Charterhouse Industrial Development Company and ICFC’s 
own offspring, the Estate Duties Investment Trust (Edith), have also been 
formed to provide specialized services for particular wants (the former 
nurses small businesses until they are ready for a new capital issue, the 
latter provides individual shareholders with money for estate duties). In 
fact there is a large number of such institutions, but they are not well 
known to most businessmen, they only serve very specialized needs and, 
therefore, only fill part of the gap—and in any case they operate on a scale 
that is small in relation to the size of the problem. 

None of the new institutions really tackles the problem of the small firm 
that cannot demonstrate its credit-worthiness in normal, traditional ways; 
in particular there is a shortage of risk capital for such firms. Evidence 
submitted to the Radcliffe Committee pointed to these deficiencies; 
though the Committee concluded that there was no need for a proliferation 
of institutions, it added that there was room for further improvements. 
Earlier evidence had been provided by a survey of small- and medium- 
sized firms in the United Kingdom conducted by the Oxford University 
Institute of Statistics in 1956. Data from this survey and from a study 
of the finance of public companies is summarized in Tables II and III. 

The Oxford survey found that small private companies tend to save more 
out of their profits than do public companies (in 1956, 32 per cent compared 
with 27 per cent); but this is partly a reflection of the lower profitability 
of small firms. The reliance on retained profits as the main source of 
long-term funds was far more marked in private companies than in public. 
The raising of outside long-term finance presents peculiar difficulties to 


473 


bs 
bi 
fF 
F 
i 
HH 
tj 
4 
Re 
18 
ti 
H 
| 
i 
i 
i 
H 
¥ 
Ht 
i 


IE OS AN Pe Te PR te anne Ne gene ne 
yO nA SN ARE ih Pet ws) aba 


wo mnt oe 


A map eagren Baan nt AD Aone aan 


iin ated 


padeunidracion emit ne Te teen 


Sa ann eee a Set ys nercinn: MeN tanate ns oa teens pw AY 


.. BERS 





the small firm. Because of the high overhead cost, it is rarely worth while 
making a new issue to raise less than £50,000; institutional investors tend 
to fight shy of unquoted securities and small holdings; and since the private 
company cannot use the new issue market and is restricted to 50 share- 
holders its field of influence is small. Private companies in the Oxford 
survey rarely made any use at all of new share issues and hardly ever 
raised capital by long-term loans or the issue of any long-term liabilities 
(the fact that the average issue of shares of private companies accounts for 


TABLE III 
SOURCES OF FUNDS OF SMALL FIRMS, 1950-56 


Number of Firms 
Using Source 


Source: 
Ploughed back profit - “a ‘“e 292 
Overdraft .. Ta ee 3 ee 170 
New shares issued .. he i i 51 
Debentures, etc, issued ee s ss 10 
Loan from parent company 4! :4 15 
Directors’ loans so oi os én 76 
Other sources: 
Institutions ie Lg 2% e 37 
Other ae i ‘s te a 9 
Hire purchase of plant and equipment .. 180 
No outside sources used .. — is 193 


Data relates to 335 firms covered in the Oxford sample. 


over 30 per cent of total sources of funds shown in Table II is attributable 
to three big issues by larger companies; less than 5 per cent of private 
companies embraced in the survey made any issues at all, and most of 
those were to shareholders only, and in the region of £100 to £1,000). 

Largely as a result of the difficulty of raising long-term capital, small 
firms depend relatively heavily on short- and medium-term sources of 
funds. They rely much more heavily than do public companies on bank 
credit and trade credit (many small firms avoided the effects of the credit 
squeeze by taking longer credit from their suppliers). Hire-purchase credit 
is also extensively—and increasingly—used, particularly for small purchases 
of plant, machinery and motor vehicles. 

Certainly a significant part of the Macmillan Gap has now been filled by 
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the commercial banks, which provide proportionately more of the finance 
of small companies than of large. Evidence given to the Radcliffe Com- 
mittee indicated that British banks are making medium- and longer-term 
loans more frequently than is generally realized. ‘Term loans for up to 
ten years are now offered—explicitly by the Midland Bank but in practice 
by most other banks as well. The extension of this form of lending could 
go a long way towards filling the substantial part of the gap that exists in 
the field of medium-term finance. But, quite rightly, normal commercial 
criteria are employed by the banks, and the less obviously credit-worthy 
firms, who are particular sufferers from the existence of the gap, are thus 
unlikely to be helped. 

The heavy reliance of small businesses on short-term finance has serious 
disadvantages. Many short- and medium-term sources of funds are 
expensive and, unlike equity capital, constitute a fixed interest burden on 
the firm; almost certainly the dependence of many firms on such funds is 
excessive. The inability to raise long-term funds and the disadvantages 
associated with other forms of finance inhibit growth in many cases where 
it is desirable. This is really what is meant by the Macmillan Gap; the 
evidence suggests that despite steps taken to fill it, the gap still exists and 
is a serious handicap to many firms. Many overcome these difficulties and 
go on to become large firms; in that sense it may be true that the gap did 
not exist for them, but even the successful firms often had to pay heavily 
for their finance and did so at a disproportionate risk of total failure. 


Transatlantic Contrasts 


Small firms in other countries have similar difficulties and it may be 
instructive to look briefly at two attempts to overcome them in the United 
States and Canada. In the United States there have been several attempts 
over the years to solve the financial and other problems of small firms. 
Of most direct interest to the present discussion is the Small Business 
Administration (SBA), which, since its formation in 1953 has provided the 
only significant government-lending programme for small firms. The 
functions of the SBA are wider than those of any British institution: to 
render financial assistance to small firms, to obtain for them a fair share 
of government procurement, and to give assistance in solving management 
and technical problems. Size limits are rigidly defined for vairous types 
of firm: a manufacturing concern is “‘ small” if it employs 250 or fewer 
employees, but is not classified as “‘large’”’ until it has more than 1,000 
employees, and in the intermediate range whether it is deemed large or 
small depends on the type of activity; non-manufacturing concerns are 
classified by sales. No loans are granted to finance change of ownership 
or the provision of recreational facilities. ‘The Administration is permitted 
to make a loan only if credit is not available from private sources, and the 
SBA explores with the applicant all possible means of obtaining private 
credit. All loans have to be secured either by adequate collateral (in most 
cases) or earning capacity. If the applicant is eligible for a loan, the forms 
of possible assistance are considered in a strict order—first, deferred 
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participation, secondly, immediate participation, and finally, direct loan; thus 
a direct loan is made only if participation is not possible. Direct loans 
account for about one-third of total loans. A maximum interest rate of 
6 per cent is set for business loans. In the first four years of its existence 
8,597 loans were approved out of a total of 19,554 applications, repre- 
senting $398 millions out of a total of $1,097 millions requested. 

The Administration* gives reasons for refusing loans: in 39 per cent of 
the cases considered earning ability was not demonstrated, in 24 per cent 
collateral was insufficient, in 17 per cent equity was insufficient, in 7 per 
cent the need for funds was not demonstrated, in 8 per cent the financial 
condition of the applicants was unsatisfactory, in 2 per cent the applicant 
was not eligible; in the remaining 4 per cent of cases there were other 
reasons. Its lending operations have resulted in net losses each year, but 
this is partly because no charge is made for negotiations that do not end 
in a loan, partly because it makes “ disaster ’’ loans at 3 per cent, and partly 
because it has not been operating long enough to cover a sufficient span 
of years of varying activity and none of its loans is yet mature. In short, 
the SBA is too young yet for its profitability to be judged. 

In addition, since 1934 (when the Reconstruction Finance Corporation 
was founded) the US Government has made several efforts to provide 
finance for small firms, concentrating largely on intermediate-term credit 
and lending in conjunction with private lending institutions (frequently 
with Government underwriting of term-loans by banks). The provision 
of financial and technical counselling services by the Government has also 
helped. Direct Government financing has not made a very great contri- 
bution in money terms; only a very small proportion of the total business 
population of 4 million firms has received help. But its significance is 
greater than the actual number of loans implies; moreover, the guarantees 
given to banks and the technical assistance offered have both helped 
significantly to make finance more readily available to small firms. 

Another interesting feature of American business finance is the practice 
of factoring receivables—or discounting or selling debts to a specialized 
agency. In this way illiquid assets can be liberated and funds made avail- 
able for expansion, particularly in the early stages of growth of a firm when 
over-trading is an ever-present danger. In the United States there is an 
organized market in receivables; in Britain, with the exception of a very 
small number of firms who provide facilities for factoring in export markets, 
there is not. 

In Canada, the Industrial Development Bank (IDB) was set up in 1944 
to help fill a gap in the financial structure, closely resembling the ‘‘ Mac- 
millan Gap ’’, which, it was argued, was unlikely to be filled by private 
institutions. Its function is: “‘. .. to make term loans to industrial enter- 
prises which, because of their small size, or their lack of a sufficiently long 
earnings record, or complications in respect of the security they could 
offer, could not obtain term financing from other sources on reasonable 





* See Financing Small Business. US Government Printing Office, 1958. 
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terms and conditions ’’.* ‘The IDB, like the SBA in America, is not per- 
mitted to lend when funds can be obtained from private sources on reason- 
able terms. The Bank is not intended to operate at a loss; since ‘‘. . . it 
can only be helpful to the borrowers to which it makes loans and to the 
nation as a whole if its borrowers are thereby enabled to operate success- 
fully at a profit and pay off their loans over a reasonable period”’.t In 
fact the IDB has operated at a small profit. The Bank is not seen as a 
rival of the chartered banks and indeed in every case in which it makes a 
capital loan the borrower also has a line of credit with a chartered bank. 
But the banks are not expected to make many term-loans themselves since 
it is felt that a specialized institution is needed for this purpose. 

The Bank stands by two main principles in making loans: one is the 
need for adequate management capabilities, the other is the need for a satis- 
factory amount and character of the principal’s own interest in the business. 
During the first fifteen years of its life IDB approved 3,955 loans, amounting 
to $260.6 millions; there was a tendency for both total numbers and 


TABLE IV 


INDUSTRIAL DEVELOPMENT BANK, LOAN APPROVALS 
(Year Ending September 30, 1959) 





Customers Amount ($000) 
Amount Nos. y 4 Nos. 

Up to $5,000 m - ai 31 5.2 105 0.4 
$5,000 to $25,000 “4 % 242 40 .4 3,911 12.8 
$25,000 to $50,000 a es 153 25.5 5,939 19.4 
$50,000 to $100,000 aa - 112 18.7 8,406 ania 
Over $100,000... ~ ¥s 61 10.2 12,218 39.9 

Total i. , 599 100.0 30,579 100 .0 


Source: Industrial Deiibinteaiis Bank Annual Report, 1959, p 6. 


amounts to increase over the period. Its total resources are in the region 
of $100 millions, accounted for almost entirely by loans outstanding. In 
addition to capital provided by the Bank of Canada and the reserve fund 
($40 millions) IDB obtains resources by the issue of debentures (so far 
about $60 millions), hitherto only sold to the Bank of Canada. The break- 
down of loans outstanding by size, shown in the accompanying table, 
provides an interesting contrast with that of the ICFC: 40 per cent of 
loans (by number) are in the region $5,000 to $25,000. 

These transatlantic institutions tackle the problem of financing the small 
firm in a strikingly different way from the ICFC. The SBA participates 
more in management, the IDB concentrates almost exclusively on term- 
loans. Both operate on a larger scale than does the ICFC: the IDB has 
approved four times as many loans as the ICFC over the same lifetime 
from smaller resources and to a much smaller industrial population; the 
SBA has approved over 2,000 loans per year and has granted loans to over 
40 per cent of applicants (proportionately more than twice as many as the 





* Industrial Development Bank Annual Report, 1959. 


t “ Two Banks—One Aim ’’—an address by Mr J. E. Coyne, Governor of the Bank of 
Canada, at a‘joint meeting of the Canadian Club and Board of Trade, June 29, 1960. 
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ICFC). ‘The SBA is Government sponsored and financed; the IDB is 
financed effectively by the Bank of Canada; the ICFC, on the other hand, 
is financed by the commercial banks and by public subscription. All are 
intended to be profit-making institutions, though so far the SBA has 
operated at a slight loss. Both the North American institutions insist that 
before a loan is made they must be sure that the funds are not obtainable 
privately; the ICFC does not so insist, though in practice it frequently 
operates on this principle. The SBA makes a point of giving technical 
advice, the IDB and the ICFC do not, though they will in fact give limited 
help in this direction. In the United States there is a system of loan 
guarantees for small firms, in Britain there is no such system. Admittedly 
a direct comparison is not possible between the operations of the institutions 
in North America and in Britain, but the broad impression is that the 
SBA and the IDB are more prepared than is the ICFC to depart from 
traditional standards of credit-worthiness. 


Further Action Needed ? 


It is clear that the Macmillan Gap is partly economic, in the sense that 
many firms are not credit-worthy by normal standards, and partly insti- 
tutional, in that the range of existing institutions is inadequate and the 
special institutions do not operate on a large enough scale. Clearly many 
of the difficulties of small firms are due to the prudence of lenders who 
are reluctant to put their funds into untried small concerns. In a good 
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many cases the firms are not credit-worthy by any standards; loans to them 
would merely be throwing good money after bad. Many small firms, too, 
are badly organized financially and often do not require the loans they 
ask for: these could be straightened out by a competent financial adviser. 
Many, too, have already over-borrowed and are illiquid. None the less, a 
firm may often have good prospects (albeit with risk) but be unable to 
appeal to bankers and accountants, who require more concrete evidence 
than the small firm can usually offer. 

It may well be that existing institutions should not try to solve the 
remaining problem posed by the hundreds of firms that are still by any 
realistic measure short of funds for expansion. Probably the ICFC as at 
present constituted has no option but to use normal commercial standards 
for its loans. Perhaps, therefore, it should not try to undertake the whole 
job of gap-filler. It may be that the Corporation should only try to fill 
the institutional part of the gap, leaving the economic part to be filled by 
others. But this policy would seem to conflict with the implication of the 
Radcliffe Committee that the problem of small-firm finance is largely one 
of making existing institutions known. Plainly more is needed: the Com- 
mittee’s suggestion of an Industrial Guarantees Corporation merits further 
investigation as does the suggestion that the scope of the National Research 
Development Corporation should be widened to include this sort of function. 
An extension of term-lending by commercial banks would help many 
firms; the development of a market for receivables would liberate funds; 
the heavy dependence of small firms on trade credit points to a need for 
such finance (could the merchant banks help here ?); the growth, and even en- 
couragement of business hire purchase in certain circumstances would help. 
In particular more lending is needed in the “ critical’’ range of £10,000 
to £20,000, and whatever institution is envisaged could serve a useful 
purpose by the provision of technical and managerial aid, which of itself 
would help to improve the credit-worthiness of the firms concerned. There 
is a strong case for the setting up of an establishment similar to the 
Canadian Industrial Development Bank to provide term-loans. 

It may be contended that all this points to the need for state assistance 
for small firms. No doubt a good case can be made out for such assistance, 
but is not a necessary part of the present argument. The essence of the 
problem of the Macmillan Gap is that the firms that suffer from it are 
frequently those that in the long run would be viable and credit-worthy. 
It is senseless to pretend that the Macmillan Gap no longer exists simply 
because by the traditional standards of credit-worthiness no unsatisfied 
borrowers are to be found. The problem goes deeper than that. If exist- 
ing institutions cannot, probably through no fault of their own, do anything 
more, they should not claim to be filling the gap, since by so claiming they 
may prevent the necessary action from being taken. Instead, they should 
allow a properly organized institution to do the job. Perhaps the ICFC is 
still the answer—but if so it needs to change, quite drastically, its character 
and its policy and to enlarge its scope. Either that or a completely new 
institution is necessary. 
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Szr Oscar Hobson 


INANCIAL journalism as we know it in Britain to-day is very 

largely the creation of Sir Oscar Hobson, who died last month at 

the age of 75, and who for the past decade and more had been the 

acknowledged spokesman and leader of his chosen profession. It 
was for these services that he gained his knighthood in 1955, a rare dis- 
tinction for a financial writer; and it is this massive contribution that has 
been mainly stressed in the many published tributes in the past few days. 
But the contribution would never have been made had not Oscar Hobson 
been much more than a journalist, however able. He was personally 
known and deeply respected by an exceptionally wide circle of friends 
and acquaintances in the City, in industry, in public life and elsewhere; 
and he left his mark on many affairs and in many spheres by personal 
contact as well as through his professional writings. 

A mathematician as well as a classical scholar, he had a penetrating mind 
and a flair for lucid, forthright exposition; yet in all his activities the essence 
of his contribution was moral rather than intellectual—dominated by his 
aggressive honesty, uncompromising candour, and a meticulous regard for 
truth. In the early days, before the rectitude of Oscar Hobson had demon- 
strably lifted the tone of the financial press, attempts by interested parties 
to influence its writings were not uncommon. But no one ever tried this 
a second time with Oscar Hobson—to suggest to him that this or that 
inconvenient detail was not really material to the central truth was to ensure 
for it a devastating publicity. 

In tune with these principles was his deeply-held liberalism, his belief 
in the virtues of free markets and of sound money. A pre-Keynesian, and 
profoundly suspicious of expansionist policies even when advocated in the 
under-employment of the 1930s, he yet moved further with the times in 
his economics than some commentators have given him credit for—as can 
be seen, indeed, from some of his writings in our own pages in recent years. 
But more important was his consistency. Especially through the war years, 
when the majority of economists and writers were caught up into the 
machinery of planning, Oscar Hobson’s was almost a lone voice reminding 
them of the principles many of them had professed and of the need to 
reckon with them when the power of the state colossus was eventually and 
inevitably curbed. A classified selection of these essays, duly clipped from 
the News-Chronicle by the Bank of England, was, indeed, put before Oscar 
Hobson by Montagu Norman himself, with the suggestion that they be 
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published in book form; the astonished Hobson, modest as ever, agreed, 
and the outcome was Does Money Matter ? 

Hobson came into journalism via banking. In 1910 he entered the 
London Joint Stock Bank, but soon after the war he joined the Manchester 
Guardian as financial editor. It was there that the Hobson tradition began, 
but its first full flowering occurred when he moved, in 1929, to the Financial 
News as editor-in-chief, and laid the foundations of the wider range of 
economic journalism now extended in the Financial Times. He there 
found scope to recruit a team of writers, writers preferably with trained minds 
and some knowledge of economics, whom he would himself school to his 
own principles and standards. In recent years, glad though he was to 
observe these “ Hobson’s choices”’ in key réles in journalism and else- 
where, he always denied that he had ever done any conscious training. 
Unconscious it may have been, and much of it indeed was sheer force of 
example. But the daily submission to the quickness and clarity of his 
mind, to his unerring eye for the dubious argument, his utter contempt 
for cant and subterfuge and for the meretricious, taught lessons no young 
writer could fail to understand. ‘Through his City editorship of the News- 
Chronicle, from 1935 until his retirement from daily journalism in 1959, 
the same processes continued, but with the difference that war conditions 
soon cut his space allotment to a few hundred words—and, instead of dis- 
couraging him, forced from him the extraordinary daily achievement of 
compressing into this small compass profound argument and complex 
material, in language anyone could follow. 

It also made him—among many subjects on which he acquired expert 
knowledge—especially concerned with those that affected the ‘‘ small” 
saver: his publications included not only the well-known How the City 
Works but the centenary history of the Halifax Building Society, and in 
1959, shortly after his joining the Commonwealth group of unit trusts, he 
was a natural choice as first chairman of the Association of Unit Trust 
Managers, where he did important pioneer work in the closing months of 
his life. He was a governor of the London School of Economics, member 
of the Council of the Royal Economic Society, and active supporter of a 
great number of liberal causes, among them the Institute of Economic 
Affairs. 

To us at The Banker, which has enjoyed his pungent contributions over 
many years, his passing leaves a special sense of loss. With characteristic 
determination, he was engaged on his monthly article a day or two before 
his death; we print this on page 484—-with the comment that he had com- 
pleted only the expository part of what he had planned. 


A Banker Writes— 


Many in the City were deeply grieved to learn of the death of Sir Oscar 
Hobson last month and some in the Midland Bank felt it as a personal 
loss. It was not only that long ago he was one of us—he served in the 
old London Joint Stock Bank for a few years from 1910 and always looked 
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on “his bank” with particular affection—but also because we had come 
to know him as a true friend and a wise counsellor. 

The story has been told often enough of his remarkable career, and of 
how his fearless advocacy of unpopular views showed a courage that endeared 
him to all, not excepting those more inclined to compromise. One of the 
last articles from his pen, in the June issue of The Banker, refers to the 
defence by the clearing banks of the privilege of hidden reserves as having 
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“no merit in it whatsoever—that it is, in fact, sheer sophistry 
Those who knew him personally found his quiet, unassuming ways were 
associated with an authority that few could question. His slight figure 
coming into the room, with his customary quick, lively steps, was dominated 
by the craggy face, surmounted by dark hair that belied his seventy-five 
years, and by his appraising eyes, deep-set under bushy brows. Having 
arrived, his contribution to discussion would be lively and contentious, 
often condemnatory of slipshod thought or evasive phrase, but always 
constructive. To many of us he was a helpful guide in personal as well 
as business affairs, and for long his warmth and friendliness will live in our 
memories. 1. We 





An Artist's Sketchbook: No. 87 


BRITISH BANKS IN TOWN AND COUNTRY 


Martins Bank, Hanover Square 


tribution to architecture. It represents the high-water mark of 

intelligent appreciation of civilized town life: the simple, elegant 
house forming, with its neighbours, part of a unified scheme around the 
green square for the enjoyment of residents, with close by the community 
of shops and small traders and the church, usually Georgian. 

London, however, far from appreciating the significance of its own 
creation, has allowed all too many of its squares to be destroyed. The 
process is still going on. Hanover Square, dating from the early eighteenth 
century, is one occupying a half-way position: not intact but not utterly 
destroyed. Several of the old houses remain, in some cases occupied by 
banks, and George Street is fairly complete apart from a little ugliness at 
the corner of the square. Soon the demolition of the Oriental Club on 
the west side of Hanover Square will mean the appearance of a modern 
block, and others will surely follow. Opposite, on the east side, a few 
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Specially drawn for The Banker 
by Geoffrey S. Fletcher 


old houses remain, one of which contains the branch of Martins Bank 
that provides the subject of this month’s sketchbook. The building is 
very severe, but it has dignity and fine proportions, and the Bank, in putting 
in a new frontage when it occupied the premises about 1928, successfully 
maintained the character of the existing building. 
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The New Trustee Bill 


By SIR OSCAR HOBSON 


HE new trustee investment legislation talked of for twenty or 

thirty years and reputed to confer the sanctity of trustee status 

even on the humble “ equity ’’, at last looks like making its bow 

to the public. As long ago as last autumn a Trustee Investment 
Bill was drafted and introduced to the House of Lords, emerging in 
December from that House to be passed to the House of Commons for 
consideration. Difficulties and delays then arose and it was not until last 
May that the Bill emerged ready for Report from the Standing Com- 
mittee and needing only return to the Lords for consideration by their 
Lordships of the amendments introduced by the Commons, before it could 
be passed into law. 

The signal point of the new legislation is that any new trust fund, or any 
trust fund in respect of which it is sought to invoke the powers of the 
Act, must first be divided into two halves (of equal market value) and 
that there must not thereafter be exchange of investments between the 
two halves. The terminology used is quaint. One-half of the investments 
that are eligible are called ‘“‘ narrower range”’ investment. The other half 
will be denominated “wider range investments’’. The narrower range 
investments include most of the present British Government and gilt- 
edged stocks, but also stocks of the International Bank for Reconstruction 
and Development and Bank for International Settlements and debenture 
stocks in British companies incorporated in the United Kingdom. 

One curiosity may be mentioned here. ‘There are not in fact one set of 
narrower range investments but two sets. In addition to the “ narrower 
range investments requiring advice ”’ there are also “‘ narrower range invest- 
ments not requiring advice’’. ‘These are a very choice selection. They 
consist simply of (a) Defence Bonds, National Savings Certificates and 
Ulster Savings Certificates, and (5b) deposits in the Post Office Savings 
Bank, ordinary deposits in trustee savings banks and deposits in a bank or 
department thereof certified under sub-section (3) of section IX of the 
Finance Act, 1956. These alone can be invested in as “ narrower range 
investments’ in their own right without advice from anyone. Even the 
revered Consols and the massive War Loan need an OK from somebody 
before they rank for actual investment in the “ narrower range ’’. 

So much for the narrower range investments, which cover all “ gilts ”’, 
colonial stocks, mortgages, guaranteed gas and water company stock, etc, 
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including, incidentally, deposits in building societies “‘ designated’ under 
the House Purchase and Housing Act, 1959, All these narrower range 
investments are covered by Parts I and II of the First Schedule to the bill. 
Then we come to the “‘ wider range investments ”’ covered by Part III of 
the First Schedule and the fun begins. These include any securities issued 
in the United Kingdom by a company incorporated in the UK not already 
in Part II of the First Schedule. In other words, they include the shares 
—ordinary, preference, etc—of British companies incorporated in the UK. 
The “‘ equity ’’ makes its bow as a security fit for inclusion in a trust fund, 
provided the company has at least one million such shares and provided a 
dividend has been paid on all classes of shares for each of at least the 
immediately preceding five years. It also includes shares in any building 
society “ designated’ under the 1959 Act—note the difference between 
this qualification and that accorded to building society deposits under the 
same Act. Finally, it includes units or other shares of a unit trust scheme 
in the case of which there is in force at the time of investment an order 
of the Board of Trade. 

So it comes to this, that not until the third class of ‘‘ wider range invest- 
ments’ authorized for investment makes its appearance are the powers of 
trustees violently extended. True, new lines of high-class securities are 
added to the government stocks and Bank of England and Ireland and 
Commonwealth stock. Debentures in great international finance corpora- 
tions are added and so are debentures in high-class British companies. 
But not yet are the wide portals, company equities and preference stocks, 
thrown open. Not until the “‘ wider range’”’ of investments does this 
become possible. And then the formal step of segregation of the trust 
fund as between the narrower range investments and the wider becomes 
irrevocable. The two parts must initially at least be equal in value, and 
there can be no increase in the latter at the expense of the former. 

Nevertheless, it would certainly be possible through appreciation of 
equity elements in the wider range section of the portfolio, for the value 
of these to grow in relation to that of the narrow range securities. And 
the two principal amendments accepted in Committee modify the 50-50 
principle (1) by allowing trustees who hold equities under special powers 
(except those conferred by the Court during the last decade) to set these 
on one side before dividing the fund, and (2) by not requiring that any 
investments to be sold be drawn equally from the two parts of the fund. 

Obviously one of the great practical problems which operation of the 
Act will encounter will be how far the fixed interest stockholder will hold 
his own in competition with the growth equity supporter. It would seem 
likely, on the face of things, that with, say, 34 per cent War Loan standing 
at 54 and yielding almost 64 per cent there would be small temptation to 
switch from some similarly high-yielding security to a lower-yielding 
equity. One has to have tremendous faith in the potentialities of long- 
term equity investment to entertain the success of, say, Elliott-Automation 
with a current estimated yield of under 2 per cent, giving better results 
than 2} per cent Consols standing at 40. 
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Dismantling Japan’s 
Two-Tier Economy 


By M. H. FISHER 


N the Japanese Government’s recent “‘ New Long Range Economic 

Plan of Japan’’, covering the years 1961-70, one theme constantly 

recurs—the need to eliminate what is described as the “ dual struc- 

ture”’ of the Japanese economy. Even a short visit to the country 
enables one to appreciate the magnitude of the problem. Anyone who 
comes to Japan from Europe or the United States will find much that is 
surprisingly familiar. Everywhere in and around the big cities new office 
blocks and factories seem to be mushrooming out of the ground. Even 
the Kamikaze-like daring of most of Japan’s taxi-drivers is being increas- 
ingly frustrated by ever denser traffic jams. In the cities at least, the 
majority of even the poorest wooden dwellings sport television aerials. 
Cameras and transistor sets seem to have become standard leisure equip- 
ment for many a holiday-maker. And at night one cannot help feeling 
that neon lights must be the favourite form of conspicuous consumption 
for Japanese businesses, large and small. 

Yet once one leaves the cities in the industrial belt, the picture changes 
abruptly. Below and beyond the glittering manifestations of a booming 
economy, a way of life survives that can only be described as feudal, based 
as it is on the peasant’s frequently minute holding or the family workshop 
—providing little more in return for long hours of work under very poor 
conditions than what by our standards would be the barest subsistence. 
In spite of a substantial movement of workers off the land in recent years, 
something like one-third of the total Japanese labour force is still employed 
—often underemployed—in agriculture. Of the 9 million workers in 
manufacturing industry, 60 per cent still work in enterprises employing 
less than 100 workers (a percentage more than twice as high as that in the 
United Kingdom or in Western Germany). This is the background against 
which Japan’s astonishing economic growth since the war must be assessed 
—and which the new plan is designed to change. 

In the immediate post-war period, economic growth—admittedly from a 
very low starting level—was speeded by special factors, most notably 
United States aid and the Korean boom. While the rate of advance has 
slowed down since then, it remains high enough to induce admiring 
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disbelief in Western observers and envy in Communist planners. In the 
last five years, gross national product has risen by around 50 per cent. (‘The 
annual rate of increase has varied sharply from year to year, ranging from 
17.0 per cent in 1959-60 to 3.7 per cent in 1958-59.) Industrial production 
has just about doubled since 1955. ‘Total domestic investment has been 
running at an average rate of nearly 30 per cent of gnp during the last 
decade. This growth has taken place without any severe pressure on 
prices or on the external balance. Moreover, since the birth rate in Japan 
has dropped to the rates now common in the industrialized countries of 
Western Europe, the increase in national product has been associated with 
a very rapid rise in living standards. 

The New Plan foresees a doubling of national product by 1970. This 
means that industrial production, imports and exports will all have to rise 
to about two and a half times their present level. Most Japanese business- 
men, officials and, needless to say, politicians seem quite convinced that 
these ambitious targets will in fact be achieved. None the less, some 
formidable problems will have to be resolved. 

The main task for the Government will be to find means by which a 
greatly increased amount of public investment can be superimposed on a 
rapidly expanding economy that is already showing some signs of over- 
strain. Infrastructure investment has lagged behind the needs of the 
economy since the war. Henceforth considerable funds will need to be 
devoted to the improvement of the transport system. A modern road 
network will have to be built up practically from scratch and rail and air 
communications expanded. The industrial water supply—a potentially 
dangerous bottleneck—will have to be increased. Most important of all, 
a housing policy will have to be devised that will fit in closely with plans 
for the redistribution of industry. Probably resources equivalent to some 
£16,000 millions will have to be found by the Government for these and 
similar purposes during the nineteen-sixties. 


Cheap Labour 


Expenditure on this scale is essential if the structural changes needed 
to modernize the economy are to be brought about. Of these changes 
the most important is to promote the shift of labour to the more modern 
and productive industries. It has become a commonplace in Western 
countries that Japanese competition in world markets is based on cheap 
labour. This is both an over-simplification and an exaggeration. Straight- 
forward comparisons of wage rates are not easy to make and are apt to 
prove misleading. Most of the big Japanese companies—and it is these 
that account for the bulk of exports—pay starting wages to a 16-year-old 
of around £8 to £10 a month. After that, pay rises according to seniority, 
with average levels in many plants around £25 a month. There is for 
practical purposes no such thing as “ the rate for the job” and no piece- 
work. Once a man is hired by a big company he will expect to work for 
it for the rest of his life. His pay will be supplemented by two bonuses 
each year, which may together amount to anything from two to ten months’ 
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which the most important, when provided, is low-cost company housing. 
The result of this patriarchal system is an immobility of labour within 
industries and also from one sector of the economy to another. 

The labour force is in fact divided into two distinct sections. On the 
one hand is the worker in the modern plants, enjoying security of tenure 
and a standard of life which, when due allowance is made for the difference 
in consumer tastes and price levels, certainly compares quite favourably with 
that in the poorer European countries. On the other hand is the worker in 
the small factory or cottage industry whose pay may be less than half that 


earned in big industry. This is a gap that the unions—which on a national 


JAPAN’S EXPORTS IN THE 1960s 
Year to end-March, Year to end-March, 





wages; these are the subject of hard bargaining between the company and 
the unions. He will in addition receive a number of “‘ fringe benefits ”’, of 


1960 1971 Estimated 
Share Share Annual Rate 
Amount in Total Amount in Total of Increase 
Exports Exports 1960-71 
($mn) (7%) ($mn) (%) (7%) 
Machinery and transportation 
equipment .. e 855 23 .6 3,450 37 .0 13.5 
Metal and metal products 448 12.3 1,040 53.2 8.0 
Chemicals 169 4.7 493 5.3 10.2 
Total heavy industry and 
chemicals 1,472 40.6 4,983 53.5 11.8 
Textiles; apparel 1,068 29.5 1,723 18.5 4.4 
Food, drink and tobacco 252 6.9 547 5.9 7.3 
Light machinery ea 86 2.4 400 4.3 15.1 
Other industrial goods 459 12.7 1,206 12.9 9.2 
Total light industry 1,865 51 .S 3,876 41.6 6.9 
Non-industrial goods .. 288 7.9 461 4.9 4.4 
Total exports 3,625 100.0 9,320 100.0 9.0 








Source: Economic Planning Agency, Japanese Government. 


level are in any case weak—cannot even begin to close. It is difficult to 
organize the poor worker, because he is poor and therefore often frightened. 
The demand for more labour from modern and expanding industries is 
helping to improve the lot of the working population as a whole, but this 
is inevitably a slow process. Given the comparatively high cost of labour 
for big industry, the emphasis there is often on more efficient modern 
equipment as much as on extending capacity. Thus only by providing 
cheap housing and increasing the mobility of labour, while at the same 
time directing new industries into labour surplus areas—whenever this can 
be done without raising production costs to uneconomic levels—can the 
existing differentials be lessened. The speed of this process will depend 
on how fast the economy can adapt itself to changing world conditions. 
Japan has few indigenous raw materials. She must import all her 
requirements of wool and raw cotton, bauxite, rubber, iron ore and crude 
oil. The growth rate of the economy is, therefore, largely determined by 
the extent to which exports can be raised. Compared with pre-war days 
there has already been a great change in the commodity composition of 
Japan’s sales abroad. ‘Textiles, which before the war made up 70 per cent 
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of the total, now account for only 30 per cent. By 1970, as the accompany- 
ing table shows, it is estimated that this figure will have fallen to 18} per 
cent. Over the next decade the biggest expansion is expected to be 
achieved in the machinery and chemicals sectors, where sales abroad should 
rise to more than three times their present rate. A big increase is also 
anticipated in exports of consumer goods and a variety of durables. 

Not only the composition but also the direction of trade is expected to 
change markedly. ‘The importance of the North American and European 
markets should grow, while the share of exports to the developing countries 
(mainly in Asia and Africa) will probably decline from the current level of 
60 per cent to less than half by 1970. It is recognized that the sales of 
capital equipment in the under-developed countries depends largely on the 
credit terms that the seller can offer, and this is one field in which Japan, 
whatever her desire to help, cannot fully compete with the United States 
and some European countries. 

Inevitably, therefore, Japanese pressure will be stepped up on those 
countries (they include Britain) that still discriminate against her goods 
under Article XXXV of the GAT’T—which permits the withholding of 
full most-favoured-nation treatment to a new member. But this will be 
matched by counter-pressure on Japan to liberalize what is still the most 
restrictive trade policy pursued by any major industrial country. In Japan 
itself, the Foreign Office, the Bank of Japan and the International Trade 
half of the Ministry for International Trade and Industry strongly favour 
liberalization. A number of steps have already been taken in this direction* 
and a programme drawn up under which many of the existing restrictions 
are due to be removed during the next two years. 

The Government as a whole knows that a freer import policy must be 
adopted not only for external reasons but also because it will help to bring 
about the structural changes that it wishes to promote in the economy. 
But, naturally enough, it is aware that the process will be a painful one 
economically and an unpopular one politically. Many of the newer in- 
dustries in Japan have amply proved their competitiveness in recent years. 
Japan has become one of the world’s leading shipbuilders, achieving major 
successes as a constructor of bulk carriers. Japanese cameras, lenses and 
optical equipment in general enjoy a high reputation. Sales abroad of 
radio sets—in the main transistorized—and components have rocketed 
from {12 millions in 1956 to over £50 millions in 1960. Japan is now 
one of the major producers and exporters of steel; capacity, already well 
over 20 million tons per annum, is expected to rise to 38 million tons by 
the latter half of the ’sixties. 

Nevertheless, the Japanese point out that there are quite a number of 
industrial sectors in which, in their opinion, the removal of quotas would 
lead to a flood of imports. This, they say, would apply to many types 
of machinery, cars and chemicals. Strangely enough, textiles rank high in 
this list of vulnerable industries: ‘‘ we cannot compete with Hong Kong, 





* See “ Japan’s Path to Convertibility ” by Shigeto Miyoshi, The Banker, February, 1961. 
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not to mention mainland China”, is one remark one frequently hears; 
the recent increase in the duty on woollen textiles is explained as a pro- 
tective measure against Italy. 

There are, of course, producers—the motor manufacturers are an 
example—which are given protection on an “infant industry” basis. 
There are others that, enjoying protection, may keep prices high as long 
as they are operating on a sellers’ market inside the country: this applies, 
one feels, to the manufacturers of TV sets and electrical appliances. But 
there are many industries, of which textiles is the most prominent example, 
where it is a part of the industry rather than the whole that needs protection. 


Short-term Borrowings 


This need can be eliminated only by the wholesale amalgamation of 
small units into larger ones, by modernization and by a large-scale move- 
ment of labour to more productive jobs. ‘The transformation of the small 
producer into modern and efficient units poses a twofold problem. The 
first is social, connected with the breakdown of the family on which many 
small businesses are still based. ‘The second, and more difficult, is financial. 
One of the most dangerous aspects of the Japanese economic scene is the 
degree to which industry, and indeed the economy as a whole, has had to 
rely on short-term funds to finance its investment. Depreciation and 
retained profits are quite inadequate for the huge investment outlays of 
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many companies. Although stock exchange investment has recently 
become extremely popular, Japanese companies are effectively prevented 
from taking advantage of the boom in prices by the custom that “ rights ”’ 
issues of shares are made at par—which is usually only a minute fraction 
of the current market price of the shares. The banks have been able 
to respond to industry’s hunger for capital because a large proportion 
of personal savings has flowed into bank deposits; but in meeting the 
demand for loans, the banks have not only had to sacrifice their liquidity 
ratios, but have had to rely heavily on borrowings from the Bank of Japan 
and from the international market in Euro-dollars. The dependence of 
industry on bank finance and, directly or indirectly, on short-term foreign 
funds could lead to serious trouble. 

Not surprisingly, the banks have concentrated their lending on big 
industrial borrowers, with whom they have close links and who can if 
refused by one bank always go to another. Nor was it surprising that 
Government funds should be channelled to those industries that spear- 
headed the recovery and on whose export performance continued growth 
depended. If, however, the small- and medium-sized producers are to be 
helped to modernize their plants and if industry is to be attracted to the 
less developed regions, the investment expenditure of big industry will 
have to be financed to an increasing extent from its own resources and 
from a freer capital market. Gradually a situation must be created whereby 
the banks can play their natural réle as the suppliers of working capital 
to the whole of the economy while investment finance is raised on a long- 
term basis. ‘This in turn would enable interest rates to be brought down 
from their present very high levels—thus reducing the incentive for Japanese 
banks and companies to seek short-term finance abroad. 

The tasks before the Japanese Government are thus challenging ones. 
In the words of the ‘“ New Plan ”’ it will have to speed the “‘ formation of 
a new industrial order designed to foster the competitive power of Japanese 
industry and encourage the modernization of the industrial structure under 
the conditions of liberalized trade’. This means that it will have to strike 
a delicate balance between protecting new industries that can rapidly become 
viable under free competition and dismantling the restrictions that keep 
alive declining or uneconomic industries. It will have to ensure that 
labour from these weak industries is retrained and smoothly absorbed 
during a decade when there will be a steep natural increase in the labour 
force arising from the post-war “‘ bulge ” of babies. It will have to promote 
a higher rate of saving, to enable the ambitious investment programmes to 
be financed domestically. Above all, it will have to contain inflation during 
a period of sharply rising Government expenditure—yet do so by means 
that do not impose a sharp brake on the country’s economic growth. And 
all this must be accomplished while the Government is coping with its 
domestic ‘‘ under-development”’ or “ dual structure” problem. It is a 
daunting prospect. These many problems will not be solved easily; yet 
on the basis of past performance, the chances of success must be rated 


fairly high. 
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Ireland Faces the 
Common Market 


By GARRET FITZGERALD 


HE problems and opportunities created by the emergence of the 

Common Market are being examined no less closely in Dublin 

than in London. In recent years Ireland has been made increas- 

ingly aware of the need to reconsider its trading relationships in 
the light of developments in Europe. Ireland participated actively in the 
Paris negotiations of 1957 and 1958, when the proposal for the establish- 
ment of a European Free Trade Area was being discussed. While no 
final decision was ever taken concerning Irish membership of such an 
Area, it is clear that, had it been established, Ireland would have applied 
for membership on special terms appropriate to its position as a country 
still in process of development. An Irishman, Mr W. Fay, the Irish 
Ambassador in Paris at that time, was in fact chairman of the Working 
Party 23 which considered the conditions on which countries such as 
Ireland could participate in a free trade area, and while this committee 
had not finally reported when the negotiations broke down, it was known 
that it had virtually reached agreement on proposals that would have con- 
ceded to Ireland and other similarly-placed countries a period of twenty 
years for tariff reduction while giving the manufacturers of these countries 
free access to the more developed countries over a ten-year period. 

With the collapse of these negotiations Ireland’s active réle in the 
evolution of European free trade came temporarily to an end. Ireland 
was, however, represented at the OEEC meetings in Paris at which the 
European trade split was discussed, and at which the decision was taken 
to wind up OEEC and to create the wider Organization for Economic 
Co-operation and Development. But Ireland did not take part in the 
Stockholm talks that led up to the formation of the European Free Trade 
Association at the end of 1959. ‘The Irish Government was not invited to 
join in these negotiations, which were described as involving only developed 
countries, capable of speedily freeing their trade with one another. Under- 
standably, the presence of Portugal at these talks raised the suspicion— 
justified by events—that the provision of special conditions for less- 
developed countries was not in fact completely excluded from the agenda. 
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Nevertheless, even if the Irish Government had been invited to attend, 
and had been told that the question of special conditions for membership 
by less-developed countries could be considered, Ireland would not have 
been interested in becoming associated with EFTA. In the first place 
the EFTA countries, apart from Britain (to whose markets Ireland already 
has virtually free access), are not natural markets for Irish industrial pro- 
ducts, and agricultural trade was virtually excluded from consideration in 
these negotiations. Even if agricultural products had come within the 
terms of reference of the Stockholm Convention, it is doubtful whether 
membership of EF TA would have been of practical interest to the Republic, 
since by far the greatest potential market for Irish farm produce lies within 
the Common Market area, rather than in these peripheral countries. In 
any event Irish opinion was from the start doubtful about the efficacy of 
the EF TA project, either as a trading group in its own right, or as a bargaining 
weapon with the European Economic Community. 

The split between the two trading groups in Europe and Britain’s com- 
mitment to reduce its industrial tariffs on EFTA goods were, however, 
set-backs for the Republic. Hopes of gaining access for Irish agricultural 
products to the Common Market countries were dashed by the failure of 
the Paris negotiations in December, 1958, and the formation of EFTA 
threatened to weaken Ireland’s perferential position in the British market, 
and even, from July 1, 1961, to put some Irish products on which tariffs 
are payable in Britain, at a small disadvantage vis-d-vis similar EF' TA goods. 


Sense of Urgency Lost 


It would, of course, have been possible for Ireland to have considered 
seeking full membership of or association with the European Economic 
Community, at the cost of abandoning its privileges in the British market. 
But the immediate price that might have had to be paid for such a move 
would almost certainly have outweighed by a considerable margin the 
immediate benefits—especially during the period prior to the formulation 
of a Common Market agricultural policy, when Irish agricultural products 
would have gained no immediate advantage from association with the 
European Economic Community. If Britain had at any stage firmly and 
finally made up its mind against membership of the EEC, it might have 
been necessary for Ireland to have re-appraised the whole question, and to 
have given serious consideration to the possibility of joining the Common 
Market even at the cost of a renunciation by Britain of the Anglo-Irish 
Trade Agreements. But so long as Britain visibly continued to dither, 
evidently unwilling to cut itself off once and for all from the rich market 
of the Six, Ireland’s best policy was clearly the unheroic one of waiting 
and seeing. 

Such a policy had one considerable disadvantage, apart from the criticism 
of inaction to which it left the Government open. The long interval of 
over two years between the anti-climax of the Free Trade Area negotiations 
and the first overt British moves towards membership of the Common 
Market was a period during which it was difficult to arouse any real interest 
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or concern in Ireland about the ultimate prospects of the liberalization of 
Irish trade. ‘The sense of urgency of 1957 and 1958, such as it was, was 
lost again, and with it went the will to look afresh at the industrial sector 
of the economy, and to prepare it for the trials to come. ‘Two years and 
more were lost. With the spring of 1961, however, came a new realization 
of what lay ahead. A vigorous campaign by the Premier, Mr Lemass, 
and his Ministers, and the adoption of an active pro-Common Market 
policy by the National Farmers’ Association, have led to a widespread 
reawakening of interest in European free trade, and to a desire in industrial 
as well as agricultural circles to prepare for the many changes that lie ahead. 


Full Membership or Association ? 


Ireland’s decision on the Common Market is already effectively taken; 
in May, 1961, Mr Lemass stated that if Britain joined the Common Market 
“this country will go along with it and will have to accept, with member- 
ship, an obligation to dismantle our tariffs and quotas over some period of 
years”’. But there remains one crucial question to be settled. Ireland 
may well find itself with a choice between full membership under Article 237 
of the Treaty of Rome, and association under Article 238. Which should 
it choose ? Until relatively recently it has always been assumed that the 
Republic would opt for the easier terms of association, as it had seemed 
likely to do in the abortive negotiation for a European Free Trade Area of 
1958. ‘This may indeed eventually prove to be the Irish Government’s 
choice; but the case in favour of full Irish membership of the Community 
is perhaps stronger than has usually been assumed, and it may be significant 
that in recent speeches Mr Lemass has specifically left open this possibility 
—and, by stressing the political significance of joining the European Eco- 
nomic Community, has drawn attention to some of the important implica- 
tions of full membership. 

Just as Ireland could almost certainly have obtained a relaxation of the 
standard conditions of tariff and quota removal in the proposed European 
Free Trade Area, so also in an association agreement with the EEC it 
could hope to get permission to extend the period for dismantling its import 
restrictions from 1967—the probable ‘“ speeded-up ” date for the end of 
the transitional period for full members—to 1980. The association agree- 
ment with Greece, initialled on March 30, 1961, makes provision for such 
an extended transitional period for the elimination of restrictions on 
35 per cent of the country’s imports—viz. its imports of manufactures— 
while Greek products, industrial and agricultural, will be accorded free 
entry to the Common Market by 1970. ‘The period for removing restric- 
tions on the free movement of labour and capital, and for granting the 
right of establishment, might also be extended to 1980 in Ireland’s case. 

Such an extended transitional period would clearly be helpful to Irish 
industry, although one may doubt whether so long a period as nineteen 
years is either necessary or desirable for this purpose. But this is virtually 
the only advantage deriving from association (except in so far as the avoid- 
ance of the political commitments involved in full membership may be 
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considered an advantage). And quite apart from the doubts that exist 
concerning the nature of the advantages that Irish agriculture might derive 
from association with the Community, as distinct from full membership, 
there are a number of disadvantages attaching to association that it would 
be unwise to overlook. ‘Thus as an associate the Republic would have no 
direct influence or control over the agricultural (and indeed industrial) 
policies to which it would be committing itself blindfold, but would simply 
have to adapt itself to the policies decided by the full members of the 
Community. Ireland’s influence in the counsels of the Community even 
as a full member would no doubt be fairly limited, but the value of having 
a voice in policy, however small, is not to be underestimated, and in the 
agricultural sphere in particular—which is so important to the Republic— 
its views might in practice carry more weight than its population or national 
income would seem to warrant. The fact that the Netherlands is reported 
to be anxious to have Ireland as a full member indicates that the Republic 
could hope to have some influence on the Community’s policies, strengthen- 
ing the voice of agricultural producers. Another disadvantage of association 
is that the European Social Fund, which is to provide financial assistance 
(up to 50 per cent of the total cost) for the re-training and re-deployment 
of workers, is not open to associates. ‘This is one of the institutions of the 
Community that is of particular interest to a country such as Ireland whose 
industrial sector will undergo considerable structural change during the 
transitional period, as protective barriers against imports are removed, and 
as the right of establishment and the right of free movement of labour are 
gradually conceded. Associates are also excluded from the benefits of the 
European Investment Bank, and although Greece succeeded nevertheless 
in obtaining a $125 million loan from the Common Market “ in accordance 
with the procedures of the Investment Bank ”’, Ireland could not hope for 
any similar concession in view of its relatively strong financial situation. 
However, by the same token, it would not necessarily be losing much by 
failing to qualify for participation in the Bank, of whose facilities it might 
not in any event make much use, even if it were a full member of the EEC. 


Easing the Transition 


What would full membership of EEC involve for Ireland? Clearly it 
would mean for Ireland, as for the United Kingdom, acceptance in principle 
of the Rome Treaty, although this would not necessarily preclude some 
temporary and limited concessions. The biggest hurdle from the Irish 
viewpoint is the brevity of the transitional period. Originally this period 
was to extend until 1970, but already it has been cut to 1969 and it now 
seems probable that it will be further shortened, so that the Common 
Market may come fully into effect on January 1, 1967. For Irish industry 
this would involve an extremely rapid adjustment to free trade conditions 
—so rapid indeed as to be almost certainly fatal to some industries and 
firms. There is, however, provision under Article 226 of the Treaty for 
some alleviation of the stringency of this clause. This Article provides 
that where in the course of the transitional period there are serious 
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difficulties that are likely to persist in any sector of economic activity, or 
difficulties that might seriously impair the economy of any region, a member 
country may ask for authorization to take appropriate safeguarding measures 
—measures that may include derogations from the provisions of the Treaty. 
The decision on the precise measures that may be taken in these cases is 
left to the Commission, but there is some reason to believe that the Com- 
mission is disposed to be sympathetic towards the problems of the less- 
developed regions. Some practical assurance of its sympathy might, 
perhaps, be obtained by securing as one of the conditions of Ireland’s full 
membership the signature of a protocol similar in spirit to the “ protocol 
concerning Italy’ in the Rome Treaty, which requires member countries 
to adopt a sympathetic approach to the problems of southern Italy. With 
such a protocol the Republic would have some assurance that where Irish 
industries got into difficulties during the transitional period they would be 
granted two or three years’ delay in the implementation of the removal of 
import restrictions, probably on a year-to-year basis. In this way the 
rigours of a six-year transitional period (should a further acceleration of 
this period be decided later this year) could be considerably mitigated. As 
a less developed country Ireland might also be permitted under the pro- 
visions of Article 92.3a to maintain its export tax reliefs and industrial 
grants, even though these offend in principle against Article 92.1 of the 
Rome Treaty. 

The prospects of Irish entry into, or association with, the Common Market 
have been received with remarkable equanimity by all sectors of this highly 
protected economy. Representatives of the farming community are, indeed, 
hopeful that such a move will open to Ireland profitable markets on the 
Continent, and that the readjustment of agriculture, involving, as it must, 
higher prices for food in Britain, will increase the value of Irish agri- 
cultural exports to Britain, and possibly also their quantity. The Irish 
farmer hopes at last to reap the full benefit of his natural advantages of 
low-cost farming under favourable climatic and soil conditions. Only a 
minority of industrialists, it is true, look forward to the removal of import 
restrictions between Ireland and Europe with similar enthusiasm. But 
there are probably more industrialists geared to compete in the Common 
Market than is generally realized, for during the past few years Irish 
industry, stimulated by export tax reliefs, has become export-conscious 
to a remarkable degree; significantly, Ireland’s exports of manufactures 
almost doubled between 1958 and 1960. The majority of industrialists 
are, however, undoubtedly concerned about the future, but many of them 
are already thinking in terms of the steps that will need to be taken to 
adjust their industries to free trade conditions. 

It has, perhaps, been fortunate for Ireland that the question of her entry 
into, or association with, the Common Market is arising at a time when the 
economic progress of the past few years has created an atmosphere of con- 
fidence and enterprise throughout the country. Free trade appears in 
Ireland to-day as a challenge, whereas five years ago it would have appeared 
to most Irish people as an unmitigated disaster. 
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AMERICAN REVIEW 





HE future of the American 

economy was assessed in de- 

cidedly optimistic terms by Mr 
Douglas Dillon, Secretary of the ‘Treas- 
ury, last month in a speech to the 
National Press Club in Washington 
which was directed, presumably, to 
Democratic opponents of the Adminis- 
tration’s spending programmes. Some 
of these programmes—especially those 
for housing and foreign aid—have had 
a rough reception in Congress. Mr 
Dillon said that by next year the US 
economy would be “rolling in high 
gear’ and that by then “‘ we may well 
be in the midst of boom ”’. 

Mr Dillon also described the $3,700 
millions bugetary deficit now assessed 
for the fiscal year 1961-62 as “ both 
inevitable and appropriate”. The 
main reason for it, he stressed, was 
that the yield from corporate taxes 
would be sharply reduced by the poor 
earnings of the first half of this year. 
With plans for increased expenditures 
on defence and space exploration it 
still seems unlikely that the deficit as 
now forecast will be the actual limit. 
It presumes that higher postal rates 
and highway taxes will be imposed— 
both attract the keenest Congressional 
opposition—and also that Congress 
will do no more than match the Presi- 
dent’s own spending schedules. De- 
spite resistance on_ selected fronts, 
Congress usually manages to keep 
ahead of Treasury schedules. Faced 
with some heavy cash obligations at 
the turn of the fiscal year on June 30, 
the Administration has again been 
forced to seek Congressional approval 
this year for a new “temporary ceil- 
ing” of $298,000 millions on the 
public debt. Without this sanction, 
the limit would have reverted to the 
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so-called “permanent ceiling” of 
$285,000 millions. The probability is 
that at some time in the course of the 
fiscal year 1961-62 this higher limit will 
leave the Treasury again with scarcely 
more than elbow room. 

The ‘Treasury’s encouraging forecast 
of longer-term economic trends cer- 
tainly received support from the course 
of industrial production during May. 
The Federal Reserve Board’s index 
(based on 1957) rose by a further 
3 points to 108, 6 points above the low 
marks of 102 recorded in the first 
quarter of the year and only 3 points 
below the peak level set in January, 
1960. Thus, in a very short time, the 
economy regained most of the ground 
lost in the recession; the pace of 
recovery has been reminiscent of the 
sharp turn in 1958-59. The Board 
recorded further sharp gains in durable 
goods and indicated that the steel and 
motor industries would show further 
improvement during June. It begins 
to look as though the recovery is ac- 
quiring a momentum well beyond 
earlier expectations, though, admittedly, 
evidence for that was far from con- 
clusive in mid-June. 


Unfounded Fears 


Significantly, Mr Dillon’s speech 
emphasized that fears of inflation 
through “‘ deficit financing ’’ were un- 
justified because “‘ everywhere we look, 
there is idle capacity ’’. Certainly there 
was no sign last month that profit 
margins were increasing. Indeed, there 
were reports of lower prices for many 
finished products in copper, paper and 
even some steel products. There was 
little change in unemployment during 
May at 4.76 millions, with the employed 
total 1 million higher at 66.7 millions; 
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both were fairly well in line with 
seasonal trends. 

No great change was reported in 
monetary conditions over the month; 
the Federal Reserve System supplied 
all the funds needed to maintain easy 
credit over the mid-June tax payment 
deadline. Longer-term Treasury yields, 
however, have been edging to higher 
levels in recent weeks, thus probably 
deferring to a still later period any 
attempt by the Treasury to meet its 
forthcoming cash deficit with new 
offers in this range. A new form of 
short-term financing was introduced 
during the month. The Treasury an- 
nounced that eighteen issues of regular 





weekly bills maturing from August 3 
onwards would be “ re-opened ”’ for an 
additional $100 millions on each issue. 
Investors were required to submit 
single bids for an equal amount of the 
entire eighteen issues, with a minimum 
acceptance of $18,000. Non-competi- 
tive tenders were also invited, covering 
$180,000 or less, to be accepted in full 
at the average price of accepted com- 
petitive bids. Payment was in cash, 
credit to Treasury loan and tax ac- 
counts, or with June tax anticipation 
bills. ‘The operation was scheduled to 
raise $1,800 millions to meet the repay- 
ment of tax anticipation bills not used 
to meet mid-June tax commitments. 


American Economic Indicators 














1960 1961 
1958 1959 1960 
Dec Mar Apr May 
Production and Business: 
*Gross national product (billion $) .. 444 482 503 504 — -—— — 
*Industrial production (1957=100) 93 105 108 103 102 105 #108 
*Gross private investment (billion $) 56.0 72.0 72.8 66.0 — — — 
*New plant and equipment (billion $) aaS San 35.7 35.5 — —— 
*Construction (billion $) ey 48.9 56.1 55.1 wee Sha. S53 SSS 
Housing starts (000 units) .. n.a. 1,553 1,279 72.1 110.1 116.1 127.3 
*Manufacturers’ sales (billion $) 26.2 29.7 30.4 29.1 29.5 30.2 — 
*Manufacturers’ stocks (billion $) .. 49.2 52.4 53.7 338 .fa0..2e — 
*Merchandise exports (million $) 1,362 1,362 1,629 1,621 1,687 1,655 — 
*Merchandise imports (million $) .. 1,070 1,268 1,221 1,100 1,127 1,129 — 
Employment and Wages: 
*Non-farm employment (million) 50.5 52.0 52.9 .<% i * Be > Be PS 
*Unemployment (000s) , 4,700 3,800 3,900 4,800 5,000 4,900 4,900 
*Unemployment as % labour force 6.8 aa 5.6 as. GF Gs. 65 
Hourly earnings (mfg) ($) . 233 mae 2.29 aan 408 Qe 2208 
Weekly earnings (mfg) ($) .. 83.50 89.47 90.91 89.55 90.71 91.57 92.66 
Prices: 3821 
Moody commodity High 407 393 8 i‘ 

(1931—100) Low 2 32 Ms oe a 
Farm products (1947-49= 100) 94.9 89.1 88.8 88.7 90.1 88.1 87.0 
Industrial (1947-49=-100) . 126.0 128.3 128.3 127.9 128.1 127.9 127.8 
Consumers’ index (1947- 49— 100). 123.5 124.6 126.5 127.5 127.5 127.5 — 

Credit and Finance: 
Commercial bank loans (billion $) . 98.2 110.8 117.6 118.2 116.6 117.2 117.6 
Commercial bank investments 
(billion $) 87.0 79.4 81.9 82.1 81.4 82.5 83.4 
*Money supply (billion $) 140.9 141.5 140.4 140.4 141.5 142.0 141.9 
Consumer credit (billion $) 45.6 52.0 56.0 56.0 53.9 540 — 
Treasury bill rate (%) 1.84 3.41 2.93 ata @88 ‘eae “dae 
US Govt Bonds rate (°%) 4.08 4.02 3.88 3.78 3.80 3.73 


Federal cash budget (+ or my (mill $) 
US Treasury gold stock (million $) 


Notes.—Starred items are seasonally 
adjusted. Latest figures are preliminary 
or estimated. Yearly figures are given for 
gross national product, private investment 
and new plant for 1958-60 and then quar- 
terly figures at annual rates. Construction 
figures show monthly averages 1958-60. 
Manufacturers’ stocks, bank loans, con- 
sumer credit and gold stock show amounts 
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3.43 
—7,300 —8,000 +3,600 +3,600 
20, 53419,456 17,767 17,767 17, 388 17, 390 57; 403 


outstanding at the end of the period. 
Moody’s commodity index shows high 
and low 1958-60, and end-month levels. 
Money supply is daily average of demand 
deposits plus currency outside the banks. 


Budget figures are cash totals. 


Quarterly 


figures are throughout shown in the middle 
Treasury bill and 
bond rates are average for month or year. 


month of the quarter. 
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For trade with the East consult 


THE 


CHARTERED BANK 


(Incorporated by Royal Charter, 1853) 


The Bank, its subsidiaries and associates 
are the largest British banking group in the East, having over 
190 branches in twenty-six territories, as shown in the map abova 


THE CHARTERED BANK 
Head Office: 38 Bishopsgate, London, E.C.2. 
Manchester Office: 52 Mosley Street, Manchester, 2. 
Liverpool Office: 28 Derby House, Exchange Buildings, Liverpool, 2. 


THE EASTERN BANK LIMITED 
Head Office: 2 & 3 Crosby Square, London, E.C.3. 


ASSOCIATED BANKS: ALLAHABAD BANK LTD. (INCORPORATED IN INDIA) 
THE IRANO BRITISH BANK (INCORPORATED IN IRAN) 
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INTERNATIONAL 


REVIEW 





ARGENTINA 


Defending the Peso—Dr Alemann, 
the Minister for Economic Affairs, has ex- 
plained that the new economic policy the 
Government is drawing up will include 
an export drive, both in traditional 
markets and in new areas, the en- 
couragement of imports of machinery 
and capital goods that local industry 
cannot produce and wider recourse to 
overseas capital markets for long-term 
funds in order to maintain external re- 
serves in defence of the peso. The 
Government, he went on, was rigorously 
opposed to any devaluation of the peso, 
since this would conflict both with the 
policy of accelerated development and 
with that of maintaining the internal 
purchasing power of the peso. 

Dr Alemann also said that the 
Government’s programme to fight infla- 
tion would include a “ drastic reduction 
of bureaucracy’”’. President Frondizi 
later explained that while the Govern- 
ment would not be selling railways, 
telephone services, airlines, waterworks, 
power industries or other essential ser- 
vices, it would transfer to private enter- 
prise all subsidiary services such as 
workshops, restaurants, freight contract- 
ing agencies, oil drilling projects and 
pipeline construction. 


AUSTRALIA 


Steadier Trend ?>—The annual official 
Economic Survey expresses the view that 
the country will move nearer to stability 
during the coming financial year (to 
June 30, 1962). Pointing out that export 
prospects are relatively bright, it sug- 
gests that existing external reserves 
should be ample to meet the demands 
likely to be made on them, especially as 
a continuance of the capital inflow can 
be expected. But more flexible policies 
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than had been pursued hitherto might 
be needed to maintain regular and 
balanced economic growth. 


Trade Surplus—The balance of pay- 
ments outlook has begun to brighten. 
May brought the first export surplus 
since import controls were removed 
early in 1960. In recent months imports 
have been tending to fall, while exports 
have been buoyant. By the beginning 
of last month reserves had shown a 
considerable recovery from the low 
levels reached in the first quarter of the 
year—without allowing for the reinforce- 
ment provided by the use of IMF 
facilities. However, since seasonal fac- 
tors are running in favour of Australia 
in the first half of the year, these 
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improvements are probably not marked 
enough to mean that the overall balance 
of payments is yet back in true surplus. 


Aluminium Project—An integrated 
aluminium mining, smelting and fabri- 
cating industry is to be established in 
Australia by a £A40 millions company 
established by the Aluminum Company 
of America in collaboration with three 
major Australian concerns. Control of 
the concern will reside with Alcoa. 


Squeeze Concession — The credit 
squeeze has been modified slightly to 
permit banks to make additional credit 
available to soundly-based companies 
where this is needed to maintain reason- 
able activity in the private sector. 


BOLIVIA 


Mining Finance—Arrangements have 
been made for credit facilities to a total 
value of $11} millions to be put at the 
disposal of the state-owned Comibol 
mining concern by the United States, 
Germany, and the Inter-American Bank. 


BRAZIL 


Atom Power Agreement—aAn agree- 
ment for nuclear co-operation has been 
concluded with the Euratom organiza- 
tion. This is the first appearance of 
Euratom as an open competitor of the 
United States—the American Atomic 
Energy Commission had recently been 
investigating the possibility of develop- 
ing nuclear power in the country. 

Russian Trade Pact—A new barter 
deal providing for exchanges of the 
order of $40 millions has been con- 
cluded with the Soviet Union. Brazil 
will buy mainly Soviet oil and wheat in 
exchange for coffee, cocoa and oranges. 


CANADA 


Finance House Links—The Industrial 
Acceptance Corporation, the Dominion’s 
largest sales finance concern, is col- 
laborating with James Talcott, the largest 
independent industrial finance house in 
the United States, in setting up a new 
company in Canada—Industrial-Talcott 
—to provide commercial financing, fac- 
toring, industrial leasing and other 
financial services to Canadian industry. 
It has also been announced that the 
Canadian subsidiary of Lombard Bank- 
ing has joined forces with the Canadian 
subsidiary of the Chicago firm of Walter 
E. Heller to set up Lombank-Heller 
Factors, which will provide financial 
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assistance to Canadian manufacturers, 
importers and exporters. 


Wheat for Poland—Arrangements have 
been completed for the sale of 7} million 
bushels of wheat to Poland. Shipment 
is to take place before the Dominion’s 
current crop year ends this month. 


CEYLON 


**People’s Bank’’ — Parliamentary 
approval is being secured for a People’s 
Bank Bill, the main purpose of which 
will be to sanction the setting up of a 
state-owned bank to extend credit 
facilities to the rural population. 


Russian Steel Mill ? — Negotiations 
have been proceeding with the Russian 
authorities on a proposal to set up an 
iron and steel manufacturing plant in 
the island with equipment provided by 
the Soviet on deferred payments terms. 


COLOMBIA 


World Bank Loan—The World Bank 
has made a loan of $22 millions, repay- 
able over 25 years and bearing interest 
at 5? per cent, to an autonomous public 
enterprise body—Empresas Publicas de 
Medellin—to finance hydro-electric de- 
velopment. Four American banks are 


participating in the loan to the extent 
of $300,000. 


EUROPE 


More Tariff Cuts ?—The Common 
Market Economic Commission has re- 
commended in a memorandum to the 
Council of Ministers an extra cut of 
10 per cent in tariffs between member 
countries at the end of this year. This 
would bring internal tariffs 50 per cent 
below their level at the reference date— 
January 1, 1957. 


—And Common Currency ?— It has 
been reported that the Finance Ministers 
of the Common Market countries have 
considered the possibility of establishing 
a single currency for the region. The 
discussion seems, however, to have been 
of a very general character and the plan 
is said to have been opposed by the 
Common Market Commission’s Com- 
mittee on Currencies. 


FINLAND 


(Very) Special Deposits—Under a 
voluntary agreement concluded with the 
central bank the commercial banks will 
deposit, in a special cash reserve with it, 
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that part of any increase in their deposits 
that exceeds 80 per cent of the increase 
in deposits in the corresponding period 
a year before—subject to a limit of 
20 per cent of such an increase. Such 
deposits will carry an interest rate } per 
cent higher than the average deposit 
rate for the institutions concerned and 
will be returned in two instalments in 
the second half of 1962. The agreement, 
which operates until the end of April, 
1962, also covers savings banks and 
other monetary institutions with deposits 
from the public of more than F Mk 200 
millions. ‘The object of the agreement 
is to prevent the expected increase in 
bank liquidity arising from Government 
spending and other factors generating 
a rapid expansion of credit. 


Heavy Mark—Plans have been agreed 
in principle between the Government 
and the central bank for the introduction 
in 1963 of a heavy mark with a value 
100 times that of the existing unit. 


FRANCE 


Planning for Expansion—The State 
Planning Commission’s proposals for 
the period 1962-65 provide for an in- 
crease of 26 per cent in the gross national 
product over the four years. This is the 
rate aimed at by the 1960-61 interim 
plan, which is expected to achieve its 
target. In view of the population in- 
crease and the need to channel a greater 
proportion of resources into investment, 
it is expected that living standards will 
rise slightly less rapidly than the national 
product—a figure of 4} per cent per 
annum is indicated. 


Credit Curb Relaxed—The Credit 
Council announced late last month that 
the proportion of their resources that 
the commercial banks are required to 
hold in the form of short-dated Treasury 
bonds is to be reduced from 20 per cent 
to 17} per cent from July 1. The move, 
apparently, is intended to enable French 
banks to expand their medium-term 
credits to industry. 


GERMANY 


Ending the D-mark Scarcity — The 
annual report of the Bundesbank asserts 
that the various measures taken in recent 
months—particularly the public authori- 
ties’ aid programme of DM 5,000 mil- 
lions for the two years 1961 and 1962— 
“will, together with the adjustment of 
the German level of demand and costs, 


operate with some probability to remove 
the surpluses in the German balance of 
payments, if indeed they do not at times 
cause deficits’”’. The report points to 
the increasing part played by the D-mark 
in the operations of the International 
Monetary Fund: in 1960 drawings in 
marks totalled DM 169 millions ($40 
millions), while the Fund received net 
repayments of some $432. millions of 
US dollars. In the first four months of 
this. year drawings in marks totalled 
DM 424 millions ($104 millions), re- 
ducing the Fund’s holding to DM 1,499 
millions, or to 47.6 per cent of Ger- 
many’s IMF quota. Recognizing that 
the Fund’s holdings of D-marks might 
not be sufficient to meet future calls 
for assistance, the Bundesbank reaffirms 
that it has “ declared itself in principle 
ready to grant stand-by credits in DM 
to the IMF in case of need, provided 
that satisfactory agreements are reached 
regarding the circumstances, the extent 
and the conditions of such credits ’’. 


Liquidity Curb Eased—There was a 
further relaxation at the end of May of 
the minimum reserve ratios imposed on 
the banks in respect of deposits made by 
residents. The effect was to unfreeze 
about DM 800 millions of the funds 
that German banks are required to keep 
on interest-free deposit with the Bundes- 
bank. It was hoped that the resulting 
increase in their free resources would 
stimulate the export of short-term capital 
and thus restrain the continued growth 
of the country’s reserves. Minimum 
reserves in respect of non-resident de- 
posits were not affected by the change; 
these remain at the legal maximum. 


Unemployment Levy Suspended— 
Because of the sharp fall in unemploy- 
ment in recent months the Government 
has suspended for six months from the 
beginning of August the levying of 
premiums by the public unemployment 
insurance organization. 


GREECE 


New Brakes on Credit—In reviewing 
the economic situation at the annual 
meeting of the Bank of Greece, the 
Governor, Professor Zolotas, pointed out 
that activity has been greatly stimulated 
during the past two years by sub- 
stantially larger public investment and 
by the improvement in earnings from 
invisible exports. In consequence, in- 
dustrial production showed an increase 
in 1960 of 10 per cent and gross national 
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product (measured at constant prices) 
an increase of around 5 per cent. ‘The 
money supply also showed a large ex- 
pansion, he added, and the time had 
now come to take steps to prevent a 
further major increase in liquidity. To 
this end, the commercial banks should 
be subjected to closer control, while 
their share capital should be raised to 
establish a more satisfactory relationship 
between their own funds and their lia- 
bilities. Interest on time deposits with 
the banks should be increased and the 
domestic capital market mobilized. 


HONG KONG 


Export Restraint Requested — The 
United States has formally requested 
Hong Kong to limit its exports to the 
American market for two to three years. 
It has explained that it considers self- 
restraint by the colony vital in the inter- 
ests of securing acceptance of a general 
solution of the problem presented by the 
growth of exports of cheap textiles and 
the problem of preserving freedom of 
trade in the longer-run against the 
powerful advocates of protection in 
America and elsewhere. 


ae a 


INDIA 


** Soft” Payments for Oil ?—In talks 
with the three principal oil-distributing 
concerns, the Government is said to 
have pointed to the seriousness of the 
country’s shortage of foreign exchange 
and suggested that the companies might 
have to accept payment for part of their 
imports of refined products in incon- 
vertible local currency. 


INDONESIA 


No New Oil Concessions — The 
Minister of Development has stated that 
no new concessions will be extended to 
foreign oil companies and that their 
existing concessions will not be renewed 
when they expire. The Government 
‘was prepared to open the door to foreign 
companies if they would work on a 
co-operative basis, but was adamant that 
the old form of co-operation was no 
longer acceptable. 


IRAN 


*‘Inessential’”’? Import Ban — The 
Amini Government has banned imports 
of less essential goods, including refri- 
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DISCOUNT BANK 


HEAD OFFICE: 
27/29, YEHUDA HALEVY ST., TEL-AVIV 


COMPLETE BANKING FACILITIES 
ARE AT YOUR DISPOSAL FOR THE 
EXECUTION OF YOUR TRANSACTIONS 
ENQUIRIES INVITED 


76 BRANCHES THROUGHOUT THE COUNTRY 
TOTAL ASSETS EXCEED IL. 300,000,000 
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gerators, I'V sets, sports cars, textiles, 
cosmetics, alcoholic liquors and certain 
food items. The contribution this will 
make to the elimination of the external 
payments deficit has been put at £18 
millions per annum. The launching of 
a comprehensive stabilization plan has 
been discussed with IMF officials. 

The Minister of Economic Affairs has 
stated that it is intended in future to 
devote the whole of the £100 millions 
of annual oil reserves to the develop- 
ment programme, instead of 55 per cent 
as hitherto. 


IRAQ 


Import Boycott—General Kassem, the 
Prime Minister, has called for a boycott 
of foreign products. Iraqi industry 
would, he said, in future be able to 
supply goods at present imported. 


ITALY 


More Soviet Oil—A new trade agree- 
ment concluded with the Soviet is said 
to provide for an increase in total annual 
exchanges between the two countries to 
$300 millions by 1965 from the 
present level of $240 millions. One of 
its most interesting provisions concerns 
the stepping up of the proportion of 
total Italian oil requirements obtained 
from the Soviet from 124 to 14 per cent. 


JAPAN 


First Quarter Deficit—There was a 
deficit in current payments of $249 
millions in the first quarter of 1961, an 
increase of $67 millions on that shown 
in the comparable period of 1960. But 
this current deficit was more than offset 
by a net inflow of short-term capital 
amounting to $383 millions. The de- 
terioration in the trade balance, which 
was largely to blame for the increase in 
the current account gap, was due to 
slackening exports—especially those to 
the United States—and to a consider- 
able increase in imports stimulated by 
trade liberalization and by the high rate 
of economic expansion in Japan. 

For the fiscal year to the end of 
March there was a deficit in current 
account payments of $70 millions, the 
first since 1957-58. On capital account, 
however, there was an inflow of no less 
than $677 millions, the largest ever re- 
corded. At the end of the period the 
reserves were standing at just under 
$2,000 millions. Against this, short- 
term foreign liabilities amounted to 


$1,444 millions, including $220 millions 


of balances on non-resident free yen 
account and $975 millions of usance bills. 


Towards Article VIII ?—A _ mission 
from the International Monetary Fund 
was due to visit the country towards 
the end of June to discuss its payments 
policies—with a special eye to the 
question of Japanese adherence to 
Article VIII (the formal convertibility 
clause) of the Fund’s Charter. 

Ships for Steel—A report prepared by 
the Iron and Steel Association points 
out that Japan will need 83 new coal 
and ore carriers within the next five 
years to meet the needs of the steel 
industry. This would entail expenditure 
equivalent to $728 millions, but unless 
the vessels could be acquired by 1965 
Japan would incur very heavy exchange 
commitments each year. 


LATIN AMERICA 
“* Integration ” Bank Opens—The new 


Central American Economic Integration 
Bank formed by the joint efforts of 
Guatemala, El Salvador, Nicaragua and 
Honduras opened in Tegucigalpa, Hon- 
duras, at the end of May. The purpose 
of the bank is to advance the economic 
integration of the region by undertaking 
long-term investment in projects of a 
regional character of interest to the 
Central American market as a whole. 


I-AD Bank Reports—The first annual 
report of the Inter-American Develop- 
ment Bank states that by the end of 
1960 the bank had received 194 applica- 
tions for loans and 174 inquiries. About 
91 applications involving some $200 
millions were then on “ an active basis ”’. 
Initially, limits of $100,000 and $5 mil- 
lions are being put on advances for 
specific projects. 


LIBYA 


Oil for Britain ?—Continental Oil, a 
leading independent oil company, has 
secured an outlet in Britain for oil pro- 
duced in Libya and refined on the 
Continent by acquiring Jet Petroleum, 
an independent distributor of petroleum 
products with a chain of 400 stations 
selling low-priced petrol in Britain. 


NETHERLANDS 


Heavy Capital Outflow—There was a 
deficit of Fls 240 millions in overall ex- 
ternal payments in the first quarter as 
compared with a surplus of Fls 468 
millions in the corresponding period of © 
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There’s an I°‘C:T computer 
to fit your business 


Shopping for a computer? Then you’ve a 
challenging task ahead. For this major in- 
vestment must pay you major dividends. 


Choosing and using a computer 
effectively and profitably requires 
imagination and great preparation. 
This means thinking in terms of the 
service you'll get as well as the 
machines you will use. Doing your 
shopping,infact,withanorganisation 
having the ‘know-how’, the resources 


and the experienced staff to examine 
your problems creatively, and to pro- 
pose the data processing system that 
fits into your business. 


This is the specialised service that 
you will get from I-C-T — the largest 
British firm devoted exclusively to 
data processing, which has been its 
business for over fifty years. 


I-C-T is at your service. There is an 
office near you — or write to us now. 


I'C-T DATA PROCESSING 
International Computers and Tabulators Limited 


149 PARE LANE. LONDON, Wl. OFFICES THROUGHOUT THE U.K. AND IN 51 COUNTRIES THE WORLD OVD 
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1960. The deterioration was principally 
explained by changes in the capital 
account—where private transactions re- 
sulted in an adverse balance of Fls 478 
millions compared with a surplus of 
Fls 64 millions a year earlier. 


Tax Cut Postponed—The Government 
has announced that it is postponing at 
least until the end of the year the 
Fls 475 millions cut in income tax which 
had been provisionally fixed to take 
effect in the middle of this year. The 
decision has been attributed to signs 
that the economy is becoming over- 
heated. 


Truer Costs for Housing—As a further 
move to put the housing market on an 
economic basis, the Government is 
introducing legislation designed to sanc- 
tion the raising of rents by another 
30 per cent between 1962 and 1966. 
At the same time housing subsidies will 
be reduced. 


World Bank Issue — Arrangements 
were completed in the second half of 
May for the launching of another issue 
by the World Bank on the Amsterdam 
market—there were issues of Fls 40 
millions each in 1954 and 1955. The 
total sum involved was Fls 50 millions 
and the issue, which was marketed by a 
Dutch banking syndicate, was in the 
form of 44 per cent 20-year bonds. 


Shortening the Week—A five-day week 
becomes effective in the Civil Service 
from the beginning of this month, while 
the basic working week for building 
industry workers has been reduced from 
463 to 45 hours. These represent further 
steps to implement the principle of 
establishing a working week of 45 hours 
(as compared with 48 hitherto) intro- 
duced into the national wages policy at 
the end of 1959. The Government has 
made the general establishment of a 
45-hour week conditional upon the 
avoidance of loss of productivity. 


NIGERIA 


Banking Expansion—The annual re- 
port of the Central Bank notes that 
its activities and those of the commer- 
cial banks have continued to expand; 
the money supply increased in 1960 
from £108 millions to £117 millions. 
The commercial banks, whose branch 
strength had risen beyond 200 by the 
close of the year, experienced a 7 per 
cent rise in deposits and a 40 per cent 
jump in loans and advances. The re- 
placement of West African Currency 


Board notes by national currency was 
completed during 1960, though at the 
end of the year £10 millions of the 
Board’s notes were still outstanding. 


National Bank Probe—A commission 
has been set up to inquire into the 
affairs of the National Bank of Nigeria 
between October, 1959, and December, 
1960. The bank was nationalized early 
this year by the Western Nigeria 
Government. 


Stock Exchange Opens—The new 
Lagos Stock Exchange was unofficially 
opened in the first half of June—there 
will be an official opening later in the 
year. It is housed for the time being in 
the central bank’s building and consists 
of only three firms which combine the 
roles of jobber and dealer. 


NORWAY 


State Appointees for Bank Boards— 
Under a new Savings and Commercial 
Banks Act the Government will appoint 
a quarter of the members of the board 
of every commercial bank that has funds 
in excess of Kr 100 millions. Municipal 
councils are given the right to appoint 
at least a quarter of the members and 
alternates on the board of trustees of 
every local savings bank. The Act also 
contains measures “‘ to ensure that bank- 
ing policies are based on social as well as 
on economic and financial considera- 
tions ’’’. Parliament will receive annual 
reports on the activities of commercial 
banks and the control committee of each 
such bank will be expected to ensure 
that it follows approved monetary and 
credit policies. 


PAKISTAN 


Export Credit Scheme—The Govern- 
ment has launched a three-year export 
credit scheme as an experimental meas- 
ure. The scheme, which will cover both 
political and commercial risks at the 
buyer’s end and will be operated on a 
no-profit - no-loss basis, will be ex- 
tended if it works well. It will apply to 
all markets but with varying premiums. 


Investment Inquiry — Branches of 
foreign concerns in Pakistan and other 
undertakings having a foreign interest 
have been instructed to report to the 
State Bank their foreign liabilities and 
assets at the close of 1960, and to furnish 
other information about their business 
activities in Pakistan. The inquiry is 
being carried out under the International 
Monetary Fund and Bank Act of 1960 
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in an attempt to determine the country’s 
net international investment liabilities. 
Business concerns have been assured 
that the inquiry is for statistical purposes 
and that the information derived from it 
will be kept secret by the State Bank. 


Mineral Rights Nationalized — A 
Presidential decree has been issued 
whereby all mineral rights within the 
country pass to the State—though exist- 
ing leases for mineral exploration will 
not be disturbed. Leases and contracts 
concluded after the present adminis- 
tration was established in October of 
1958 are not affected, but those entered 
into by parties other than the Govern- 
ment before that date will not be re- 
newed when they expire. Oijl and gas 
have been included in the definition of 
minerals for the purposes of the order. 


PHILIPPINES 


$62m from Ex-Im—The US Export- 
Import Bank has granted the Philippines 
Government a credit of $62.3 millions 
for financing the construction of an 
integrated steel mill. 


SOUTH AFRICA 


Building Societies Squeezed—The 
growing shortage of money is seriously 
cramping the activities of the country’s 
building societies. It has led to heavy 
withdrawals of deposits during the past 
year. Maximum loans have been cut 
from 75 to 662% per cent of property 
values in the case of the major societies. 
Other societies are said to have found 
themselves unable to make new advances 
at all. To ease the shortage the societies 
raised their investment rates by 4 per 
cent early in June. A few days later, 
however, the rates quoted by the com- 
mercial banks for fixed deposits were 
raised by the same amount. 


SPAIN 


Bank Rate Cut—The Bank rate was 
reduced from 5? to 5 per cent in the 
first half of June in a further effort to 
stimulate economic activity. 


SWEDEN 


Squeeze Tightened—The commercial 
banks were told in the second half of 
May that they should not count upon 
being able to borrow sums exceeding 
half their share capital from the central 
bank in future to maintain their liquidity. 
This new restraint may cause some 
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institutions difficulty during the main 
tax collecting season. It has been stated 
that an investigation carried out by the 
Government-appointed bank inspector- 
ate found that the banks’ claims that 
recent new lendings had been restricted 
to operations resulting from _ earlier 
commitments could not be sustained; 
some banks, it appeared, had accepted 
entirely new commitments. 


TURKEY 


Encouraging Expansion—Having suc- 
ceeded in achieving a substantial measure 
of political stability, the Gursel Govern- 
ment has recently been turning its atten- 
tion to an increasing extent to economic 
issues. In a bid to stimulate business 
activity, which has been extremely slug- 
gish in the twelve months since it came 
to power, it has reduced the cost of 
bank finance, established three special 
funds to furnish industry with capital and 
stepped up Government investment. 


Exchange Surcharge—The foreign ex- 
change allowance for travel abroad has 
been raised to $200 per annum. But 
travellers will have to pay a premium 
of 50 per cent over the official exchange 
rate for foreign currency. ‘The same 
surcharge will also apply to foreign cur- 
rency operations arising from imports 
of private motor cars and certain other 
goods. 


USSR 


More Trade with Britain—An agree- 
ment concluded between the Foreign 
Trade Minister, Mr Patolichev, and the 
President of the UK Board of Trade, 
Mr Maudling, provides for an increase 
in the level of consumer goods trade of 
50 per cent in the second half of 1961. 


VENEZUELA 
World Bank Survey—The report of a 


recent World Bank mission to the country 
points out that the three major prob- 
lems at present facing the Government 
are the outflow of capital, the uncer- 
tainty of private investors and the 
doubtful future of the oil industry. It 
stresses that all three problems will have 
to be speedily solved if the economy is 
tO expand fast enough to keep pace 
with the 3 per cent annual growth of 
population. The report draws attention 
to the unevenness of the distribution of 
wealth and criticizes the procedures that 
have been followed in respect of invest- 
ment outside the oil industry. 
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Australia and New Zealand Bank— 
Mr R. E. B. Lloyd has joined the board. 
Bank of Scotland—The Rt Hon Lord 
McCorquodale of Newton has joined the 
board upon resignation of Sir S. R. Beale. 
Barclays Bank—Head Office: Mr N. A. 
Goodliffe, from Woolwich, and Mr D. M. 
Taylor, from Braintree, to be general 
managers’ assistants. Advance Dept: Mr 
J. W. Dyson and Mr T. G. Moy to be con- 
trollers of advances (London Dist). Inspec- 
tion Dept: Mr. N. F. Smellie, from Trustee 
Dept, to be an inspector. Cardiff Dist, 
Local Head Office: Mr C. Evans, from 
Golders Green, to be local head office 
manager; Ipswich Dist, Local Head Office: 
Mr B. L. S. Rich, from Bury St Edmunds, 
to be local head office manager; Reading 
Dist, Local Head Office: Mr P. J. Bonham, 
from High St, High Wycombe, to be local 
head office manager; Shrewsbury Dist, Local 
Head Office: Mr D. S. Bird to be local 
head office manager. Chief Foreign Branch: 
Mr E. A. Hutson and Mr J. E. Keeping to 
be departmental managers. London—Acton: 
Mr L. C. Whittle, from Kingsbury, to be 
manager; Bedford Row: Mr L. G. Harris, 
from Piccadilly Circus, to be manager on 
retirement of Mr A. W. "Maude; Gt Portland 
St: Mr A. G. Mansfield, from Acton, to be 
manager on retirement of Mr P. E. Dawson; 
Leyton: Mr F. A. W. Tooby, from Good- 
mayes, to be manager; Park Lane: Mr 
A. W. F. Paskins, from 27 Regent St, to be 
manager; 27 Regent St: Mr M. C. Bollon, 
from 73 Strand, to be manager; 73 Strand: 
Mr B. Phillips, from Chancery Lane, to be 
manager; Woolwich: Mr L. W. Burtt, from 
Cranbrook Rd, Ilford, to be manager. 
Billingshurst: Mr J. D. Easton, from Heath- 
field, to be manager. 

Brown Shipley Holdings—Mr P. H. 
Dunn, secretary, has joined the board. 
Clydesdale & North of Scotland Bank— 
Denny: Mr J. Hutchison, from St Enoch 
Sq, Glasgow, to be manager on retirement 
of Mr T. Watson. Lockerbie: Mr G. M. 
Hogg, from Whithorn, to be manager in 
succession to the late Mr A. K. McTavish. 
Lloyds Bank—Head Office—Advance Dept: 
Mr P. Hellawell, from Halifax, and Mr D. 
Richards, from Granby St, Leicester, to be 
controllers; Premises Dept: Mr H. Owen to 
be staff architect, Leeds, on retirement of 
Mr S. C. Punchard ; Staff Dept: Mr J. 
Grieves, from South Shields, to be assistant 
staff controller, Northern Area; Mr R. N. 
Kelly to be assistant staff controller, South 
West Area; and Mr A. J. Smith, from 
Training Centre, Hindhead, to be assistant 
staff controller, Midlands Area. London— 


Pall Mall: Mr J. T. Williams to. be a sub- 
manager on retirement of Mr C. L. S. Chiles; 
Craven Rd, Paddington: Mr D. W. Lydford, 
to be manager; 


from West Smithfield, 
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Highgate Hill: Mr R. L. Armour, from 
Church End, Finchley, to be manager on 
retirement of Mr P. G. Brazil; Palmers 
Green: Mr H. A. Sampson, from Stamford 
Hill, to be manager on retirement of Mr 
W. F. Doyle; Stamford Hill: Mr F. M. 
Greeff, from 210 Commercial Rd, to be 
manager. 

Martins Bank—Head Office: Mr D. O. 
Maxwell, hitherto a joint general manager, 
has been appointed deputy chief general 
manager on retirement of Mr G. R. Tarn. 
Liverpool Dist Office: Mr F. Dixon, from 
East Branch, Liverpool, to be an inspector. 
Midland Bank—Head Office: Mr F. T. 
Taylor to be deputy chief accountant; Mr 
F, J. Froom to be assistant chief accountant 
in succession to Mr F. T. Taylor. London, 
Newington Butts: Mr F. G. Anderson to be 
manager on retirement of Mr P. W. Moore. 
Brampton, Cumberland: Mr J. Nixon, from 
Silloth, to be manager on retirement of 
Mr G. W. Dickinson. Brighouse: Mr F. D. 
Swift to be manager in succession to Mr 
S. Marsden. Four Oaks: Mr R. J. Lowrie 
to be manager in succession to the late 
Mr A. S. T. Parker. Liverpool, Scotland Rd: 
Mr W. J. Merry to be manager on retire- 
ment of Mr W. Park. 

National Provincial Bank—London—Ald- 
wych: Mr G. D. Burnett, from Holborn 
Circus, to be manager; C Town: Mr 
I. H. Stanton, from Kingston-upon-Thames, 
to be manager; Fleet St: Mr H. K. Taylor, 
from Camden Town, to be manager on 
retirement of Mr G. Belcher; Holborn 
Circus: Mr J. D. Collins, an inspector of 
branches, to be assistant manager; Whet- 
stone: Mr B. L. Ford, from Enfield, to be 
manager on retirement of Mr H. C. Taylor. 
Westminster Bank—Staff College, Fan- 
hams Hall: Mr D. H. D’Arcy, from Barnet, 
to be principal. London—East Greenwich: 
Mr C. A. Woosnam, from Woolwich, to be 
manager on retirement of Mr A. Davey; 
Herne Hill: Mr H. W. Parker, from Mark 
Lane (Corn Exchange), to be manager on 
retirement of Mr J. C. W. Brockes. Barnet: 
Mr P. J. Purchase, from Cockfosters, to be 
manager. Devizes: Mr D. Owen, from 
Banbury, to be manager. Ewell: Mr R. G. 
Collier, from Redhill, to be manager on 
retirement of Mr F. G. Edwards. 

Williams Deacon’s Bank—Mr A. H. 
Allman, general manager, is to retire and 
will then join the board;.Mr R. B. Mallory 
and Mr R. G. Upton, assistant general 
managers, will become joint general mana- 
gers, and Mr L. Fletcher, an assistant 
general manager, will be deputy general 
manager. Derby: Mr J. E. L. Williams to 
be sole manager on retirement of Mr J. C. 
Revill. Newcastle upon Tyne: Mr W. A. 
Robson to be manager in succession to 


Mr G. E. Speed. 








Date 


1938 


End-Dec: 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 


1959 

Jan. 21 
Feb 18 
Mar 18 
Apr 15 
May 20 
June 17 
June 30 
July 15 
Aug 19 
Sept 16 
Oct 21 
Nov 18 
Dec 16 
Dec 31 


1960 

Jan 20 
Feb 17 
Mar 16 
Apr 20 
May 18 
June 15 
June 30 
July 20 
Aug 17 
Sept 21 
Oct 19 
Nov 16 
Dec 14 
Dec 31 


1961§ 

Jan 18 
Feb 15 
Mar 15 
Apr 19 
May 17 


* Exclud 


ing i 


Net 


Deposits* 


{mn 
2,200 


5,945 
6,056 
6,256 
6,421 
6,137 
6,209 
6,390 
6,618 
6,995 
7,121 


6,509 
6,244 
6,235 
6,279 
6,253 
6,365 
6,523 
6,532 
6,541 
6,618 
6,766 
6,745 
6,903 
6,995 


6,924 
6,687 
6,559 
6,631 
6,625 
6,670 
6,791 
6,779 
6,760 
6,773 
6,804 
6,798 
6,901 
7,121 


6,952 
6,769 
6,697 
6,857 
6,840 


London Clearing Banks 
Liquid 
Assets 


{mn 
672 


2,100 
2,327 
2,460 
2,382 
2,471 
2,492 
2,664 
2,493 
2,628 
2,251 


2,421 
2,141 
2,053 
2,092 
2,080 
2,192 
2,270 
2,283 
2,280 
2,339 
2,477 
2,419 
2,543 
2,628 


2,541 
2,296 
2,217 
2,262 
2,244 
2,253 
2,292 
2,259 
2,266 
2,276 
2,287 
2,288 
2,399 
2,251 


2,456 
2,252 
2,188 
2,349 
2,314 


Zot 
29.5 


33.2 
36.0 
36.7 
34.3 
37.4 
37.4 
38.4 
34.6 
34.3 
32.6 


33.1 
31.1 
30.4 
32.0 
31.5 


Special 
Deposits 
{mn 


(102 .0)f 


> 
Sl lI I idl 


— 
On 
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147.9 
147.2 
143 .3 
142.2 
145.0 


FINANCIAL STATISTICS 


Investments 


Total 
{mn 
637 


1,965 
2,148 
2,275 
2,353 
2,016 
1,980 
2,049 
2,102 
1,710 
1,271 


2,021 
1,962 
1,928 
1,884 
1,837 
1,816 
1,812 
1,811 
1,802 
1,789 
1,729 
1,729 
1,720 
1,710 


1,698 
1,618 
1,501 
1,439 
1,405 
1,376 
1,349 
1,340 
1,317 
1,312 
1,304 
1,289 
1,288 
1,271 


1,256 
1,238 
1,187 
1,114 
1,106 


tems in course of collection and transit items. 


Zot 
28.0 


31.0 
33.3 
34.0 
33.9 
30.5 
29.8 
29.6 
29.2 
22.3 
16.2 


Govt 


Lom 


1,889 
2,076 
2,194 
2,261 
1,928 
1,893 
1,962 
1,994 
1,597]! 
1,159)! 


1,912 
1,853 
1,816 
1,766 
1,719 
1,698 
1,693 
1,684 
1,667 
1,608 
1,607 
1,597 


1,571 
1,486 
1,368 
1,309 
1,275 
1,245 
1,210 
1,185 
1,183 
1,175 
1,160 
1,159 


1,142 
1,124 
1,074 
1,001 

994 


3,423 


45.2 
44.9 


45.5 
47.2 
48 .3 
48.4 
48 .6 


t All asset ratios are computed in relation to gross deposits, and the advances ratio refers 
to gross advances. 
Treasury Deposit Receipts. 

§ Figures subsequent to December 31, 1960, are affected by the transfer of Lloyds Bank’s 


Eastern branches to National & Grindlays. 


This reduced the total of deposits at the clear- 


ing banks by about £50 millions; the distribution of the reduction in the clearing banks’ 
assets is not known. 
|| Mid-December. 
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Trend of * Risk ’’ Assets 
































(£ million) 
May 17, 1961 co Change in . 
% Of Year to Monthly Periods 
Gross May, 1961 
Deposits 1961 Feb Mar Apr May 
Investments: 
Barclays 280.2 16.6 —- 40.7 -13.5 -14.9 — - 0.2 
Lloyds 222.8 17.6 — 46.0 - 0.1 = —- 5.4 -— 4.9 
Midland 248.7 15.6 — 77.6 — -19.8 -10.0 — 
National Provincial . 102.4 11.7 — 53.6 — -10.0 -27.9 — 
Westminster . taes8 22.7 — 47.1 a — — 24.3 —_ 
District 29.7 11.6 —- 15.5 - 40 -2.0 -—-0.4 - 2.9 
Martins 47.8 13.5 o Beg — oa — 2.7 a 
Eleven Clearing Banks 1, 106.1 15.0 — 298 .9 -17.9 -50.6 -72.6 —-— 8.4 
Advances: 
Barclays 814.6 48.3 + 95.0 + 6.3 +17.1 +21.3 + 9.6 
Lloyds 613.2 48.5 + 15.0 + 3.1 + 7.1 +15.2 + 4.7 
Midland 777.2 48.7 + 99.7 +18.1 + 8.9 — +12.1 
National Provincial . 449.5 51.3 + 46.9 + 2.1 +13.8 +24.4 — 
Westminster.. * 447.1 46.1 + 22.4 +26 -1.2 + 6.1 —- 0.4 
District 127.8 50.0 + 12.4 +52 +3.0 + 4.7 - 3.2 
Martins 172.0 48.7 + 8.1 +28 +36 +1.6 - 0.9 
Eleven Clearing Banks 3, 570.9 48.6 +316.4 +45.3 +52.9 +70.5 +24.8 
Trend of Bank Liquidity* 
1958 1959 1960 1961 
Dec Dec Dec 
Mar 31 Mar 31 Mar Apr May 31 #$=/Mar Apr May 
Yo 7 %o 7o 70 7% 7 7o Yo 7 Yo 
Barclays 34.2 34.4 30.1 32.9 31.0 32.1 31.7 31.4 30.2 30.8 30.0 
Lloyds 31.9 34.7 29.5 32.9 31.0 30.9 30.1 32.6 31.0 30.8 30.8 
Midland oo See geod Cee Bl Bt we DB. - Sa Bae. 3.7 Bee 
National Prov 34.0 36.0 31.1 37.0 30.0 30.0 31.5 33.5 29.8 31.3 31.8 
Westminster... 35.4 33.2 32.8 33.4 33.4 32.3 33.1 32.2 32.0 36.0 35.9 
District ao.0 6.8 Bee 22.3 Be we eS N.S ae ae eee 
Martins . wee B.s et Ms BS Bs Se HS we. a eee 
All Clearing 
Banks .. 33.9 34.6 31.0 34.3 31.5 31.4 31.6 32.6 30.4 32.0 31.5 


* Cash, call money and bills shown as percentage of gross deposits. 


Bank rate .. 
Treasury bills: 


Mondays: 





Money and Bill Rates 
gt Apr 17, May 23,§ May 29, June 5, June 12, June 19, 


Average allotment rate* 


Market’s dealing rate, 
3 months 


Bankers’ deposit rate 


Short money: 
Clearing banks’ minimum 


Floating money . . 
US Treasury Bill. . 


* Preceding Friday. 
to 53% on 27.10.60; and to 5% on 8.12.60. § Tuesday following Whit-Monday. 


St 
43 
43 
3 


3% 
33-44 


2.613 


S11 


+t Raised from 4% on 21.1.60. 


1961 1961 1961 1961 1961 1961 
per cent 
St 5 5 2 
mn... ©. *.. -, ee 2 
433 43 43 43 4 i 4s 
3 3 3 3 3 3 
33 33 3% 3% 3% 3% 
3345 33-45 35-4 S4E OSHS 
2.292 2.354 2.438 2.516 2.295 2.325 


} Raised to 6% on 23.6.60; lowered 





Date* 


1938 (av) 
1951 Dec 


1960 
May 
June 
July 
Aug .. 
Sept .. 
Oct 19 
Nov 16 
Dec 21 


1961 

Jan 18 
Feb 15 
Mar 15 
Apr 19 
May 17 


1938 (av) 
1951 Dec 


a 
1956 _,, 
1957 ,, 
a. 
te elie 
1960 ,, 


1960 
April .. 
May .. 
June 
July 
Aug 
Sept 
Oct 
Nov 
Dec 
1961 
Jan 
Feb 
Mar .. 
April .. 


* For Scottish banks figures before Oct, 1960, relate to dates varying 


123. 


125. 


119. 


peg 
Nd 
WO 


126. 


= 
com OOOO CO wm 


8. 


DAiUWwOnw  WONWROCRADR WhUWNWOWUWHA 


MWIWON FS VY w 


OO 00 CO 60 CO OO 00 CO OO 
Ui & & U1 100 0 OO 


CO 60 60 
OwWp 


Net 
Depositst 
{mn 

233.0 


eS 

vi 
> . >. \© 
ONW ION Ss] 


wae. 


“J 
ee 
. . . a 


708 


688. 
682. 
687. 
693. 
705. 


OAN 3) 


oe 

he 

on 
DACAAN Uw 


— — 
Ww ww 
ro ww 
NN OWASP OO 


134.0 


137.2 
135.3 


. 137.8 


136.2 


Northe 


Liquid 


{mn % 
34.0 13.9 
90.7 12.0 
16.3 
14.6 
6 14.3 
6 15.5 
.7 16.0 
143.8 18.4 
9 16.2 
1 16.5 
8 16.3 


* ae 
6.0 


OO CD00 
~3 00 NY 00 = 
DAvuAHaag A 
RWhoesVyn@®® 


OOowmaon~oOun 
NST OOF APO 
DNAAAAARAADA 
AASADHA WO SONS 


se 

CO = 
© 00N) 
Nay 
© Co sy 


8. 
10.1 6.5 


Scottish Banks 
Special 


{mn 


(6.0)§ 


SNS SSI UIN © 
WISI DW UN 


SII SI SI 00 
wwoovce 


rn Irish Ba 


Investments 
Assets! Deposits Total 


{mn % 
142.2 58.1 


384.2 50.9 
382.2 50.6 
416.6 53.7 
430.5 51.4 
378.1 48.7 
359.4 47.1 
351.7 44.9 
349.1 44.1 
313.5 37.7 
265.8 32.9 
294.4 37.5 
287.3 36.3 
285.5 36.6 
285.7 37.1 
267.2 34.5 
265.7 33.8 
265.9 32.9 
265.8 32.9 
262.6 32.8 
259.2 32.7 
252.7 32.3 
251.6 31.9 
251.2 30.9 
nks|| 
26.1 
55.2 44.8 
57.4 43.3 
55.6 41.5 
54.6 39.9 
55.9 39.1 
53.6 35.6 
46.6 30.6 
51.9 35.6 
52.1 35.9 
50.1 33.5 
50.1 34.6 
49.7 33.9 
49.5 33.7 
49.3 33.3 
48.6 32.5 
46.6 30.6 
48.5 31.8 
48.9 32.4 
49.5 32.4 
47.2 30. 


Govt 
{mn 


373. 
369. 
403. 
419. 
364. 
345. 
339. 
335. 
289. 
240. 


RFPOAWNOOsI IU 


262.1 


nN 
SSS=: : 
NO > 


237 
233. 
227 
226 
226. 


RmPOONKNS 


(92.2) 


(89.1) 


(90.7) 





Advances 


%o 


\°.2) 
nN 
i) 
Yo 
Go 
“NJ 


“I 
bh 
‘So 
— 


RN SCo R16 Co SNH 


221. 


= 


MARA CO PON 


— 
i ©) 
—_ 

4 Sa No bY bo bd bb bh 


NINTS 
FSR 


N bdo 
wo 
win 


311 
342. 


Ww 

Ww 

wa 
~I & WU] 1] U1 0 
AAARAARAARA 
NSNSSGSGRS 
BwWARAANYW NH 


CO 

—— 
We ooOoo°oo~eu 
ANAa na ana nan 
NAH TH HG GS 
Co ri 6 Mba 87 G AM 


from bank to bank 


between the middle and end of month. For N. Irish to June 30 and Dec 31 and dates in 


middle of other months. 
t¢ Liquid assets comprise cash (excluding 100% note cover, above 


ce 


+ Excluding items in course of collection and transit items. 
authorized ”’ circu- 


lation), balances with Bank of England, money at call and bills; all ratios calculated as 
§ Treasury Deposit Receipts. 

|| Actual liabilities and advances of banking offices in N. Ireland other than National 
Bank, which is a London clearing bank; liquid assets and investments are computed pro- 
portions of the banks’ total holdings based on ratio of deposits in N. Ireland to total deposits; 
but British Govt. securities are actual holdings including those of offices in Eire. 


percentage of gross deposits. 
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Averages 
of Months: 


1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 


1931 
ee 
ee 
ar 
ae 
1936 ge 
S9Se oe 
OAs 
ae 


1939 
1940 


i i ti i ed ~~ 


i i i i, Ee = 


1960: Jan 
Feb .. 
) Mar .. 
| April .. 
ay .. 
June 15 
July .. 
Aug .. 
Sept .. 
me ti 
Nov .. 
Dec 14 


1961: Jan .. 
Feb .. 
Mar .. 
April.. 
May .. 





zy 
ee 
4% 
eet 
ha 
es 
ee 
x . 
& 
Tm 
eos 
i's 
Pie 
i ; 
& 
a 
hg 
Ss 
= 
° 
>. 
we 
= 


Nett 

Deposits Liquid Assets 
{mn {mn Yot 
1,759 680 38 
1,727 658 37 
1,628 581 35 
1,618 545 33 
1,610 539 32 
1,615 532 32 
1,661 553 32 
1,711 584 33 
1,745 568 32 
1,751 596 33 
1,715 560 32 
1,748 611 34 
1,909 668 34 
1,834 576 31 
1,951 623 31 
2,088 692 32 
2,160 713 32 
2,225 683 30 
2,218 672 30 
2,181 648 29 
2,419 785 31 
2,863 676 23 
3,159 712 22 
3,554 723 20 
4,022 788 19 
4,551 886 19 
4,932 1,280 25 
5,463 1,646 29 
5,713 1,703 29 
5,772 1,920 32 
5,811 2,345 39 
5,931 2,308 38 
5,856 2,097 34 
6,024 2,201 35 
6,239 2,190 34 
6,184 2,098 33 
6,012 2,218 35 
6,138 2,256 35 
6,330 2,256 34 
6,617 2,277 33 
6,867 2,299 32 
7,041 2,541 34.4 
6,803 2,296 32.1 
6,683 2,218 31.5 
6,766 2,262 31.4 
6,746 2,244 31.6 
6,794 2,253 : 
6,900 2,259 31.2 
6,876 2,266 31.4 
6,883 2,276 31.6 
6,918 2,287 + 
6,923 2,288 31.3 
7,070 2,399 31.9 
7,069 2,456 33.1 
7,888 2,252 31.1 
6,819 2,188 30.4 
6,980 2,349 32.0 
6,965 2,314 a4.3 


TDRs 
{mn 


—s 
% > 
Sesal LIIIIII I 


Special 
Deposits 


5.8 
69.8 
105.3 
142.6 
142.0 
141.7 
142.6 
143.4 


147.9 
147.2 
143 .3 
142.2 
145 .0 


* Ten clearing banks for 1921-35, thereafter eleven. 
t Excluding only cheques and balances in course of collection. { Ratios to gross deposits. 
§ Revised basis: see Note on page 78, The Banker, February, 1961. 
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Banking Trends since World War I* 


Investments 
{mn %t 
325 18 
391 22 
356 21 
341 20 
286 17 
265 16 
254 15 
254 14 
257 ia 
258 14 
301 17 
348 19 
537 28 
560 30 
615 31 
614 29 
643 29 
652 29 
637 28 
608 27 
666 27 
894 30 
1,069 33 
1,147 31 
1,165 28 
1,156 25 
1,345 26 
1,474 26 
1,479 25 
1,505 25 
1,505 25 
1,624 26 
1,983 33 
2,163 35 
2,321 36 
2,149 33 
1,978 32 
2,008 31 
2,149 32 
1,835 26 
1,407 20 
1,698 22.9 
1,618 22.7 
1,501 21.3 
1,439 20.0 
1,405 20.0 
1,376 19.2 
1,340 18.5 
1,317 18.2 
1,312 18.2 
1,304 18.0 
1,289 17.7 
1,288 pee 
1,256 16.9 
1,238 17.1 
1,187 16.5 
1,114 15.2 
1,106 15.0 


Gross 
Advances§ 
Yor 
833 46 
750 42 
761 46 
808 BP 
856 52 
892 54 
928 54 
950 54 
994 55 
965 54 
921 52 
847 47 
762 39 
756 40 
772 39 
869 39 
844 39 
958 42 
980 43 
995 44 
964 39 
872 29 
810 25 
759 21 
761 18 
778 17 
897 18 
1,117 20 
1,330 23 
1,450 24 
1,614 27 
1,835 31 
1,851 30 
1.743 28 
1,817 28 
2,033 31 
1,911 30 
1,967 31 
2,023 30 
2,634 38 
3,247 45 
2,963 40. 
3,049 42. 
3,130 44 
3,228 44. 
3,256 45. 
3,258 45. 
3,357 46. 
3,312 45. 
3,313 45. 
3,345 46. 
3,363 46 
3,397 45. 
3,377 45 
3,423 47 
3,476 48 
3,546 48 
3,570 48 
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THE EXCHEQUER FINANCES 





I—The Budget 
(£ million) 
Gain or 
Original Expected April 1, loss* on 
budget gain or 1961,to corresponding 
estimates loss* on June 17, period of 
1961-62 1960-61 1961 1960 
Total Inland Revenue 3,598 +386 468 .5 + 74.2 
Customs and Excise 2,510 +120 537 .8 + 17.1 
Other revenue ; i 400 + 68 112.5 42.7 
Total ordinary revenue . 6,508 +574 1,118.8 +134.0 
Debt interest (including sinking fund) 700 — 192.5 9.8 
Other consolidated fund . 115 - 17 18.0 oe 
Supply expenditure 5,187 -— 198 993 .9 — 63.6 
Total ordinary expenditure 6,002 —215 1,204.4 — 73.4 
Above line surplus or deficit .. +506 +359 — 85.6 + 50.6 
Net deficit below line -575 - 34 - 72.6 - 1.8 
of which 
local loans (net lending shown 
minus) as + 57 + 1] + 17.0 -- 
loans to state industries, net .. —339 - |] —- 95.9 —- 30.0 
Total deficit oa — 69 +325 — 158.2 + 48.8 
* Plus indicates increase in receipts or surplus, fall in expenditure or deficit. Minus 
indicates fall in receipts or surplus, rise in expenditure or deficit. 
Ii—National Savings 
({mn: Receipts into Exchequer reported during period) 
Savings Total 
Certi- Defence Savings Premium Total Accrued Defence Remain- 
ficates Bonds Banks Bonds Small Interest Bond ing In- 
(net) (net) -, (net) oy Maturity vested* 
1953-54 .. +19.0 +03 -79.3 — - 60.0 88.6 -—38.4 6,008.7 
1954-55 .. +46.0 +51.1 —35.4 — + 61.7 88.8 -—28.8 6,126.2 
1955-56 .. +19.7 +21.5 . —80.4 — —- 39.2 82.7 -50.8 6,123.6 
1956-57 .. +72.0 + 3.2 -20.6 +65.0 +119.5 35.5 -—38.9 6,240.0 
1957-58 .. -—21.3 -22.2 -62.4 +80.2 - 15.6 45.9 -17.7 6,272.0 
1958-59 ..+131.9 +117.9 -55.2 +66.5 +270.4 54.4 -10.0 6,582.0 
1959-60 .. +66.9 +144.4 +52.7 +41.1 +306.0 83.5 -— 1.7 6,969.0 
ve ; +56.8 +107.4 +29.5 +55.5 +248.3 92.7 - 1.7 7,305.0 
April +78 + 8.4 +10.2 + 4.1 =+ 30.5 7.9 — 0.1 7,006.0 
May - +76 +68 + 5.1 +3.2 + 22.7 6.1 - 0.1 7,035.0 
1961-62 
April . -— 3.1 +40 415.6 +3.8 + 20.3 $3 - 0.1 . 73008 
May . - 09 +65 +69 + 4.1 + 16.6 6.9 _ 7,353 .0 
* After taking account of net sales through the Post Office Savings Bank of Government 


securities other than defence bonds. 


Iii—Floating Debt 

















(£ million) 
Change in three 
Beginning of April* June months to 
17, June17, June 18, 
1959 1960 1961 1961 1961 1960 
Ways and Means Advances: 
Bank of England - — — a — — _ 
Public Departments .. 291 .6 215.3 299 .4 263.9 - 44.0 - 9.3 
Treasury Bills: 
Tender. . ie -. 2,950.0 3,460.0 3,110.0 3,280.0 +200.0 + 30.0 
Tap 1,986.3 1,845.7 1,599.2 1,823.6 +227.8 +221.7 
5,227.9 5,521.0 5,008.6 5,367.5 +383.8 +242.4 











* First return in each fiscal year (since split of Treasury bills cannot usually be calculated 
at March 31). 


$15 





Sterling-Dollar Exchange Rates 


June 24, Apr2i, May 26, June2, June9, June 16, “" 23, 
1960 1961 1961 1961 1961 1961 1961 
Official Market 


Spot .. .. 2-803 2.719% 2.799% 2.79% 2.79 2.78% 2.78# 
3 months .. 1#cpm ifcpm i1iicpm t1licpm iicpm i1icpm 2c pm 
Security* .. .. 2.788 2.77 2.78% 2.78% 2.78% 2.784 2.77 
* New York market quotations. 





Britain’s Gold and Dollar Reserves* 


(Millions of US dollars) 
Financed by 
Net Gold Official Private 
and Dollar Special Reserves UK 
Surplus (+) Ameri- Payments Change at End Dollar 
Years and or Deficit (—) can and in of Balancest 
Aid Credits Reserves Period 

- 908 +1123 2696 194 

— 1431 a +3513 2079 267 

-1710 + 737 1856 295 

116 1688 236 

45 3300 257 

176 2335 508 

181 1846 472 

181 2518 491 

388 2762 428 

181 2120 480 
573 2133 
533 2273 
215 3069 
782 2736 
275 3231 





Preteerepe eet 


173 3172 
52 3284 
454 2736 


62 
67 
182 


11 


«2 
— 


59 
45 


Main Special Items Detailed 
Receipts Payments 


$mn 
1946-50 US and Canadian loans.. 4,909 1951-56 Annual service of US and 
1947-49 IMF loan ; = 300 Canadian loans, etc 
1948 South African loan va ae 1954 EPU funding payment . 
1956 Sale of Trinidad oil Me) IMF repayment . 
IMF loan a 1958 Service of N Amer loans 
1957 India’s IMF loan | : 200 1959 IMF repayment. ‘ 
Return of interest on US IMF subscription 
ae .. ae Repayment of Ex-Im 
Export-Import Bank .. 250 Service of N Amer loans 
1960 US bid for Ford Motor.. 367 1960 IMF payments 
Service of N Amer loans 
* Gold and convertible currency from Dec, 1958. + Source: Federal Reserve Bulletin. 
¢ Remainder of 1947-49 loan repaid in sterling. 
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‘|S WESTMINSTER BANK = 
= LIMITED = 
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Put your 
Trust tn the 
Woolwich 


Ps in the Woolwich Equitable Building 
Society provides a very sound answer to the 
investment problems of Trustees and others who 
carry financial responsibilities. 


e@ The Woolwich is a £190,000,000 Society. 
@ The Woolwich was founded in 1847. 


e It is a member of The Building Societies 
Association. 











e@ Deposit Accounts in the Woolwich are Trustee 
Investments. 


WOOLWICH EQUITABLE BUILDING SOCIETY 


GENERAL MANAGER: ALEXANDER MEIKLE, C.A. 
CHIEF OFFICE: EQUITABLE HOUSE, WOOLWICH, LONDON, S.E.18 























HAMBROS BANK LIMITED 





Hambros Bank has Record Year 





Review by Sir Charles Hambro, Chairman 





New Partnership in America 





Hambros Bank Limited was held on 
June 8 at the office of the Bank, 
41 Bishopsgate, London, E.C.2. 

Sir Charles Hambro, K.B.E., Chairman 
of the Company, stated: 

On April 25 the Bank suffered a grievous 
loss in the death of our Chairman, Mr. 
Olaf Hambro, a great personality in the 
City of London who started work in our 
family firm of C. J. Hambro & Son in 1908. 
He was one of the last representatives of 
that great age of Merchant Banking that 
helped to make London the financial centre 
and envy of the world. We have not only 
lost a great leader whom we all honoured 
and admired, we have lost a beloved head 
of the family who was a guide, philosopher 
and friend to all of us. Under his guidance 
the Bank has grown from strength to 
strength and it is a great satisfaction to us 
all that he was well enough before the end 
to see and approve the record figures which 
we are able to put before you today. 


Tia 49th Annual General Meeting of 


Sterling Balances 


The activities of the Bank during the 
year under review have again been compli- 
cated by economic uncertainties outside 
our control. Last year the accumulated 
effect of several years of deficit in its budgets 
caused the United States to lose gold in 
considerable quantities. ‘The uncertainty 
brought about by the drain of gold started 
a flight from the dollar in the autumn of 
last year, with a rise in the open market 
price of gold, and the resulting demand for 
sterling created a big increase in foreign 
balances in this country. ‘These balances 
remained here until the revaluation of the 
German Mark at the beginning of March 
this year, but this revaluation prompted a 
new feeling of uncertainty in the stability 
of other currencies; this caused a flight 
from the pound sterling and many foreign- 
owned sterling balances were transferred 
abroad as fast as they had come in. By the 
nature of our business a large proportion 
of our deposits are for foreign account, so 
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the Bank felt the immediate impact of this 
ebb and flow of funds. 

This unnecessary transfer of funds from 
one country to another can only cause dis- 
location of business and I welcome the 
recent arrangements made by the European 
Central Banks to minimise this in the future. 


Scandinavian Service 

Our Scandinavian Service, introduced 
last year, has been widely appreciated and 
the facilities we have granted within the 
Service continue to expand. This is a 
“‘ package deal’”’ aimed at simplifying the 
tasks of British businessmen who want to 
expand or develop their trade with the 
Scandinavian countries. 

The Scandinavian Service fits into a 
broader policy which we have adopted in 
recent years, which is to get closer to the 
smaller and medium-sized manufacturers, 
of whom there are so many in this country, 
who can contribute so much to the coun- 
try’s export efforts. 

Our Investment Advisory Service has 
been very active during the year and many 
more accounts have been opened. Experi- 
ence has shown how wise it is for trustees, 
pension funds, charities and private in- 
vestors to entrust the investment of their 
funds to experts who are in daily touch 
with the market and have knowledge of 
potential values. 

Owing to the considerable increase in 
open market operations in gold and silver, 
Mocatta & Goldsmid Limited have had a 
very active year, and this has also contri- 
buted to a large increase in the operations 
of our Foreign Exchange Department. 


Record Figures 

Turning to the figures, I am glad to be 
able to report another satisfactory trading 
year, our profit showing an increase of 
£89,591 at £654,481. This increase reflects 
expansion in every department of our 
business. Deposits now stand at a record 
figure of 79,602,047, an increase of 
£6,333,876 during the year. At £20,407,185, 
as against {17,993,876 last year, loans and 

































advances have risen but they are still only 
25.6 per cent. of deposits and the liquidity 
of the Bank in cash and bills of exchange 
is over 71 per cent. of deposits, which we 
regard as very satisfactory. Our accept- 
ances, despite a falling off in trade generally, 
have risen from £27,103,344 to £29,096,053. 
This rise, however, has taken place in the 
first quarter of this year and reflects the 
lower money rates ruling during that period. 


Laidlaw Link 


Since the end of our financial year we 
have taken an important step in regard to 
our business in the United States. We 
have become a limited partner in the old- 
established private banking firm of Laidlaw 
& Co. of New York. This firm, founded in 
1842, is one of the two remaining Private 
Banks in the State of New York and, as 
such, enjoys a franchise to act as a Merchant 
Bank and Acceptance House as well as 
brokers on the New York and other Ameri- 
can and Canadian Stock Exchanges. For 
many years we have thought that, as an 
Acceptance House, we ought to be able to 
place at the disposal of our customers 
facilities and acceptance credits in dollars 
as well as sterling and this link-up will, we 
hope, enable us to do so. 


announced an extension of E.C.G.D. 


facilities to cover risks on certain exports 


of capital goods up to ten years. This 
should be a great help to the heavy in- 
dustries of this country, including ship- 
building, and we hope that, as a result, our 
Scandinavian shipping friends will again 
find it expedient to build ships in British 
vards. As always, we are ready to assist 
them whenever possible. 
The report and accounts were adopted. 


BALANCE SHEET AT MARCH 31, 1961 


LIABILITIES £ 

Current, Deposit and Other 

Accounts a .. 79,602,047 
Acceptances... ¥ .. 29,096,053 
Paid-up Capital aid .. 4,000,000 
Reserve. . “a ei F 5,000,000 

ASSETS 

Cash in Hand, at Bankers and 

at Call re .. 41,002,310 
Bills of Exchange ae .. 15,661,219 


British Government Securities 7,734,473 
Loans, Advances and Other 


Accounts... = .. 20,407,185 
Trade Investments in Sub- 

sidiaries y eee 
Liabilities of Customers for 

Acceptances. . A .. 29,096,053 


































LIABILITIES 
Dec. 31, 1960 Dec. 31, 1959 
Lire Lire 
Capital .. ae rte 7,835,000,000 825,000,000 
Reserves. . ‘ 7,906,314,000 6,848,97 1,000 
Special Reserves | ..  12,834,089,154 10,088,013,004 


Special Funds Reserved 
for Development of 





Sicilian Economy .. 24,318,385,962 21,804,261,611 
Undivided Profits Pe 760,684,399 700,049,072 
Deposits and Certificates 

of Deposit . 541,977,265,347 497,518,802,238 
Official gy eed Out- 

standing 21,418,146,074 18,045,614,762 
Acceptances and Bills 

Rediscounted and Let- 

ters of Credit Outstand- 

ing (as per contra) .. 23,607,881,312 23,751,546,099 
Other Liabilities .. 92,524,381,913 81,377,520,977 
Total Liabilities .. 733,182,148,161 660,959,778,763 
Customers’ Securities 

Held for Safekeeping 

(as per contra) o 174,064,540,597 142,786,455,102 


Securities on Deposit 
with other Banks (as 
per contra) .. . 51,609,685,934  48,208,799,793 
Foreign Exchange and 
Securities for Future 
Delivery(aspercontra) 36,287,581,698 32,355,153,916 





995,143,956,390 884,310,187,574 
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BANCO DI SICILIA 


HEAD OFFICE: PALERMO, ITALY 


COMPARATIVE CONDENSED STATEMENT OF CONDITION AS AT DECEMBER 31, 1960 





ASSETS 
Dec. 31, 1960 Dec. 31, 1959 
Lire Lire 
Cash and Due from 
Banks . . 76,119,045,618  71,758,995,234 
Securities Owned: 
Government . at 1,368,560  4,539,392,871 
Other Securities wee) os 072, 283 22; 408, 066, 461 
Investments and Partici- 
pations 2,319,217,205 1,947,525,652 
Bills and Treasury Notes 
Discounted .. . 118,919,600,521 116,108,148,449 
Advances in Current 
Accounts - 229,275,372,712 191,643,160,415 
Loans Against Securities 24,216,912,087 25,986,949,547 
Long-Term Loans .. 133,639,967,349 109,533,143,699 
Banking Premises and 
Real Estate .. 4,309,058,553 3,792,605,448 
Acceptances and Bills 
Rediscounted and Let- 
ters of Credit Outstand- 
ing (as per contra) .. 23,607,881,312 23,751,546,099 
Furniture, Fixtures and 
Equipment ‘ | I 
Other Assets... .. 102,760,651,960 89,490,244,887 
Total Assets... .. 733,182,148,161 660,959,778,763 
Customers’ Securities 
Held for Safekeeping 
(as per contra) .. 174,064,540,597 142,786,455,102 


Securities on Deposit 

with ‘other Banks (as 

per contra) .. . 51,609,685,934  48,208,799,793 
Foreign Exchange and 

Securities for Future 

Delivery(aspercontra) 36,287,581,698 32,355,153,916 


995,143,956,390 884,310,187,574 
cenhaintinneaammniietinn endmemenemaenenaae 





Since March 31 the Government has 
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INDUSTRIAL AND 
COMMERCIAL FINANCE 
CORPORATION LIMITED 


Set up by the English and Scottish banks in 1945 
to provide long-period loans and share capital to businesses 


with no ready access to the capital market. Lord Piercy 


The Corporation’s progress during the year ended March 31, 1961, in relation to recent 
years may be presented compendiously as follows: 




















£000 
1956/7 1957/8 1958/9 1959/60 1960/1 
New business transacted .. 2,496 3,834 5,017 6,374 9,503 
Gross investment (cash outgo) 2,913 3,361 4,100 6,556 7,451 
Repayments and realisations 1,997 2,182 2,690 3,889 3,725 
Net new investment (addition to cia 916 1,179 1,410 2,667 3,726 
Forward commitments 1,105 1,578 2,495 2,313 4,365 











At the end of the period the total of Advances and Investments (less provisions for bad and 
doubtful items) stood at {42.1 million (£38.37 million at March 31, 1960). 

The profit for the year, before interest and tax, was £3,410,974, compared with £2,825,922 
for the previous year, an increase of £585,052. Interest paid out amounted to {1,410,360 
(£982,767). ‘The figure was high, partly because a full year’s interest on the Debentures was 
paid for the first time, partly because Bank Rate, on which interest payable on the Loan from 
the Shareholding Banks is based, was high for most of the period. After deducting interest 
and tax, the balance available is {1,140,614 (£1,065,155). Adding the surplus brought forward, 
the amount for disposal is {1,295,270 (£1,215,450). A dividend of 6 per cent. is recommended. 

During the twelve months under review approaches were received from 599 new customers, 
of which 308 were eligible for detailed consideration. "These numbers compare respectively 
with 392 and 155 in 1959/60. Offers were made to new customers in 131 (71) cases; and to 
existing Customers, on second or subsequent applications, in 112 (73) cases. During the year 
77 new accounts were opened, and 43 accounts repaid. At March 31, 1961, the number of 
open accounts on the books was 694 (660). 

Some interest has been manifested in the proportion of small transactions. This year, of 
the offers made to new customers, 43 (or 33 per cent.) were for amounts ranging from £5,000 
to £20,000, 79 (or 60 per cent.) for amounts from £5,000 to £50,000. These figures are close 
to our total experience. Out of 994 applications from new customers approved, and com- 
pleted, up to March 31, 1961, 330 (33 per cent.) were in respect of applications up to £20,000. 

There was active demand for the Corporation’s facilities. Along with a full measure of 
the ordinary and unexciting business which is our main concern and contribution to industry, 
we dealt with a number of lively propositions which should have a bright future. 

The ability of the U.K. to benefit from the higher investment in industry of 1960 and 1961 
is conditioned by the healthiness of our Balance of Payments, and hence of our Reserves. The 
obvious solution of this problem is increased exports. "The supplement to this Report shows 
some of the cases where we have been able to assist firms to achieve the type of success in 
export markets which is needed. 

An issue was made in April, 1961, of £6 million 6] per cent. Debenture Stock 1981/4, at 
£97 per cent., which was well received by the market. Out of this we repaid {£13 million of 
the Loan from the Shareholding Banks in accordance with our arrangements with them. 


Copies of the Annual Report are available from the Secretary, 7 Drapers’ Gardens, 
London, E.C.2. 
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Creditanstalt- 
Bankverein 


VIENNA — AUSTRIA 


CREDITANSTALT-BANKVEREIN, Austria’s largest Bank, held its Annual General 
Meeting recently and the following is a summary of the Annual Report and Balance Sheet 
for 1960 presented by the Managing Board. 


Results for the year were very satisfactory and most important sectors showed an increase. 
The number of accounts increased by 13,700 to 238,500. The balance sheet figure rose by 
S.211.5 m. and reached a new record total of S. VW 225 m. The management strengthened 
the Bank’s capital resources which now amount to ‘around S.1,690 m. The liquidity at the 
end of 1960 was 59.6 per cent, considerably exceeding the prescribed minimum limits. 


Demand for credit facilities remained steady during the year under review and credits were 
spread evenly over all the important sectors of the Austrian economy. 


As regards foreign business, negotiation of documents and especially foreign currency 
exchange dealings developed well. By putting up sureties and guarantees, the Bank further 
increased its high share of the financing of foreign trade and afforded Austrian exporters 
considerable assistance in their efforts to gain a greater foothold in markets abroad. 


The favourable development of the previous year in the securities business was far surpassed. 
This growth did not arise from the increased stock market prices alone, since the turnover 
at nominal value also increased. 


CREDITANSTALT-BANKVEREIN took a leading part in all types of loans issued in 
Austria during the year and also issued a new series of 6 per cent mortgage bonds, since the 
previous series had been taken up entirely by private customers. 


Investment savings, introduced in 1956 by the Bank through the Osterreichische Investment- 
Gesellschaft m.b.H. continued to develop satisfactorily. Following the success of the first 
Austrian Investment trust ““SELECTA”’, the ““SECURTA” trust was established in 1960. 
The certificates were taken up so quickly that the fund capital had to be increased. Following 
the interest shown in both trusts by the general public, who had invested some S.268.7 m. by 
the end of 1960, a third investment trust, known as “* SEGESTA”’, was created. The issue 
was Offered in March, 1961, and was so successful that it had to be prematurely closed. 


The following list shows the more important items of the Balance Sheet: 


LIABILITIES ASSETS 

Deposits vs .. §.6,443.1 m. Cash and due from Banks.. S.1,646.3m 
Savings Deposits .. ite? we. Bills discounted ; ; S.2,354.0 m. 
Capital zi 7 J i Sem. Loans and Advances .. §.3,988.1 m 
Reserves S. 941.7 m. Federal Treasury Bills . & ean 
Reserve for Taxes and Con- Securities and Investments.. §.1,720.2m 

tingencies .. ne a. i Mortgage Credits S. 547.6m 
Pension Reserve... oa oe 
Mortgage Bonds... a are me. 


The most interesting figure shown in the Profit and Loss account is the increase of S.64.6 m. 
from Interest and Discount producing a total revenue of $.328.9 m. 


After strengthening its reserves by S.116.5 m., the Bank paid a dividend of 9 per cent 
compared with 8 per cent in 1959. 


The Board takes this opportunity of thanking the Bank’s shareholders and its business 
friends in Austria and abroad for their confidence during the year. 
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NATIONAL BANK OF 


NEW ZEALAND 





Strong Demand for Loans 





Mr. Arthur H. Ensor’s Statement 





HE 89th annual general meeting of 
© tc National Bank of New Zealand 

Limited will be held on July 6 at 
§ Moorgate, London, E.C. 

The following is an extract from the 
circulated statement by the Chairman, Mr. 
Arthur H. Ensor: 

Our deposits at {78,115,000 show an 
increase of some £8,000,000 over last year, 
but the major part of the increase is 
accounted for by abnormal and _ special 
deposits in London. 

The demand for bank loans has been 
stronger than for many years and our 
advances at £48,460,000 show an increase 
of more than £8,000,000. ‘The Banks en- 
deavour to co-operate with the Authorities 
with the object of restricting advances, but 
the pressure for finance has sprung from a 
number of causes. 

Our net profit at £316,586 is slightly 
higher than last year but, as I have men- 
tioned on previous occasions, our earning 
capacity is severely limited by official policy. 

From the net profit £100,000 has been 
allocated to General Reserve. In January 
last an interim dividend of 4 per cent., less 
income tax at 7s. 9d. in the £, was paid 
and the Directors now recommend for 
your approval a final dividend of 5 per cent., 
less income tax at 7s. 9d. in the £, leaving 
a balance of £180,344 to be carried forward. 

Internal business activity has been run- 
ning at a high level this year and the 
number of our accounts has increased at a 
very satisfactory rate. During the year our 
Civic Centre Branch at Wellington was 
opened and five new Agencies have been 
commenced in areas of growing commercial 
importance. 


Overseas Payments Problem 


Last year was an election year in New 
Zealand and the similarity to the trend of 
events which occurred in the previous 
election year in 1957, when there was also 
a sharp fall in the country’s overseas re- 
serves, accompanied by a_ considerable 
volume of local stock building, indicates 
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the vulnerability of the New Zealand 
economy to the effects of periods of political 
and economic uncertainty. Thus, since the 
beginning of this year the newly-elected 
National Party Government has been con- 
fronted with the pressing need of prevent- 
ing a further serious drain on the overseas 
funds, which, at their lowest point were 
only some £8 millions above the 1958 
crisis level, when strict import licensing 
was re-imposed. 

In addition, there is the problem of 
containing those forces within the economy 
which, unchecked, could produce a fresh 
bout of inflation, for over the last half of 
1960 there was a substantial increase in the 
community’s liquidity and an acute shortage 
of labour, indicated by the large rise in the 
number of registered labour vacancies. 


Government’s New Measures 


With these problems to the fore, several 
measures have been announced recently 
which will, in time, make an important 
contribution to relieving the present over- 
seas payments difficulty and will help to 
establish more stable conditions which 
should enable a steady expansion of the 
economy to proceed. 

It was hoped earlier that import licens- 
ing, which was considerably relaxed last 
year, could soon be further liberalized, or 
even abandoned, and a new tariff system 
introduced. However, circumstances have 
imposed a delay in the implementation of 
this policy and it has become necessary to 
tighten the import licensing system by 
abolishing in most cases the additional 
allocations provided for by the replacement 
licensing scheme, and by extending the 
period of validity of the 1961 licences well 
into next year. 


Membership of International Bodies 


A far more significant long-term policy 
decision is New Zealand’s formal applica- 
tion—although there has as yet been no 
firm commitment—to join the International 


Monetary Fund and the World Bank. 











Membership of these international bodies, 
which are likely to play an increasingly 
important role in world trade and economic 
development, will afford New Zealand the 
opportunity of obtaining not only short- 
term loans and stand-by credits to help 
prevent economic growth from being dis- 
rupted by temporary fluctuations in over- 
seas balances but also long-term capital 
needed to carry forward the expansion of 
her industries and public utilities. 

The measures taken by the Government 
may be expected gradually to improve the 
overseas payments position but, meanwhile, 
a £20,000,000 issue of New Zealand 
Government 6% Stock has been made. 


Capital Needs and Industrial 
Development 


Recent studies have clearly shown the 
need for large amounts of fresh capital 
investment if New Zealand’s economy is to 
expand as rapidly as those of other pro- 
gressive countries. New industries, many 
of them on a large scale, will need to be 
established and much investment in essen- 
tial services will be necessary to maintain 
the country’s present high living standards 
and relieve the burden which in the past 
has so largely fallen upon the primary 
industries. 

Large amounts of capital are involved in 
such developments. Although it is desir- 
able that some new industries should be 
wholly financed by local funds or with a 
substantial New Zealand participation, con- 
siderable investment from overseas will be 
necessary for financing the larger enter- 
prises. 


Overseas Trade 


New Zealand’s trade pattern is gradually 
becoming more diversified and every effort 








to develop new markets is being made by 
the producer organizations, marketing 
boards and the Government, through trade 
surveys and by new trade agreements, 
Nevertheless, the United Kingdom is still 
New Zealand’s most important market and 
single largest supplier. Thus, there is a 
natural concern to safeguard this privileged 
trade relationship. New Zealand is at the 
moment apprehensive lest any closer asso- 
ciation between the United Kingdom and 
the countries of the Common Market 
should adversely affect her trade. 


Prospects 


New Zealand is entering a fresh phase of 
economic development and a fresh approach 
is needed to help solve the new problems 
likely to arise. ‘The necessity for employing 
more capital more effectively carries with 
it the obligation of using labour more pro- 
ductively. The sciences of organization 
and management are not being ignored 
but they should become more readily ac- 
cepted. A new scale of national priorities 
will have to be adopted if orderly economic 
expansion is to proceed. ‘The amount of 
capital and labour at present available is 
insufficient to support—all at the same time 
—the development of new industries and 
public utilities, the high level of personal 
consumption and the generous amount of 
social welfare being provided. 

There is a widespread appreciation that 
present over-consumption must not be 
allowed to jeopardize the development 
necessary to give a proper balance to the 
New Zealand economy, and it is to be 
hoped that the good sense of the New 
Zealand public can be relied upon to sup- 
port the policies required to achieve 
this end. 
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INSURE EVERYTHING UNDER THE 
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———— a= — |S 


INSURANCE OFFICE LTD 
63 THREADNEEDLE STREET, LONDON, €E.C.2 





THE OLDEST INSURANCE 
OFFICE IN THE WORLD 
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THE NATIONAL BANK OF LIBYA 


BALANCE SHEET AS AT MARCH 31, 1961 
ISSUE DEPARTMENT 


ASSETS 
































| EERE 
A. F. MOUZUGHI, Deputy Governor 








A Te aaa 
A. F. WIENKE, General Manager 


31.3.1960 31.3.1961 |; 31.3.1960 31.3.1961 
£L. £L. £1. ci... £L. 
Notes and coin Sterling deposits and British 

issued: 4,054,980 Government Treasury Bills 5,861,515 
10,255,171 In circulation .. 11,595,055 British Government securities 
In banking de- 4,084,741 (Market value £L. 5,206,031) 5,155,719 
146,349 partment 136,465 U.S. dollar deposits (and U.S 
11,731,520 Government Treasury Bills 
2,261,799 at March 31, 1960, only) 714,286 
10,401,520 £L. 11,731,520 10,401,520 £L. 11,731,520 
es ———— se i ceeennenetilllieandilinmananimenenntt 
BANKING DEPARTMENT 
31.3.1960 31.3.1961 31.3.1960 31.3.1961 
<i £L. £L. £L. 2 
1,000,000 Authorised capital 1,000,000 British Government securities 
em ecm 1,023,005 (Market value £L. 1,010,625) 990,000 
700,000 Paid-up capital 700,000 British Government Treasury 
General reserve 2,234,930 Bills = << sere 
fund (see note U.S. Government Treasur y 
to Statement of 906,165 Bills . . — 
453,572 Profit and Loss) 500,814 3,040,453 U.S. bankers’ acceptances 417,075 
Reserve for con- | Funds with foreign a 
320,000 tingencies 390,000 |, 5,804,395 dents . ; .. 11,337,561 
Current, deposit | 302.210 Loans and advances ee 566,834 
and savings ac- 136,779 Bills discounted 150,799 
11,228,470 counts .. 14,697,638 | 318,042 Other assets én — aa 
1,280,509 Other liabilities 1,430,675 | Cash in hand: £L. 
! : Libyan notes and 
146,349 coin .. 136,465 
Foreign currency 
| 16,303 notes . 4,038 
| —_— 140,503 
Property and equip- 
ment at cost, /ess 
amounts written 
53,920 off os Ny 46,209 
Contra accounts: 
Customers’ lia- 
Contra accounts: | bility for 
Credits opened credits opened 
and letters of and letters of 
guarantee guarantee 
issued (1960— | issued (1960— 
£L.475,177).. 1,101,403 | £L. 475,177)... 1,101,403 
cen ES neonecememecmsantin 
13,982,551 £L. 17,719,127 | 13,982,551 £1. 17,719,127 


LER ADL AEN IE 
KHALIL BENNANI, Governor 













at os 31, 


and with the said information and explanatio 
Zurich, May 27, 1961. 


ns. 


TO HIS EXCELLENCY THE MINISTER OF FINANCE, FEDERAL GOVERNMENT OF THE 

UNITED KINGDOM OF LIBYA 

We have examined the above Balance Sheet comprising the assets and liabilities of the Issue Department 

and of the Banking Department and the annexed statement of profit and loss which, with the note to the latter, 

in our Opinion give respectively a true and fair view of the state of the affairs of the National Bank of Libya as 
1961, and of its profit for the year ended on that date. 

We have obtained all the information and explanations which we considered necessary. 


In our opinion the 
Bank has kept proper books and the Balance Sheet and Statement of Profit and Loss are in agreement with them 


PRICE WATERHOUSE & Co. 























Year 
ended 
31.3.1960 
£L. 


184,406 
48,610 


General and administrative expenses 
including directors’ fees . 

Reserve for contingencies : 

Share of profit in favour of the 
Government under Article 29 (iv) 
of Law No. 30 of 1955 

Share of profit appropriated to the 


236,903 


208,197 
69,399 


Law No. 30 of 1955 (see Note) . 
Profit transferred to — reserve 
fund. ' ; ne a 


~ 
> 
— 
a 
— 
LA 


£L. 


Year 
ended 
31.3.1961 
£L. 


256,827 
70,000 


253,157 


Government under Article 9 of 


141,724 
47,242 





STATEMENT OF PROFIT AND LOSS FOR THE YEAR ENDED MARCH 31, 


1961 

Year 

ended 

31.3.1960 
St. 

Gross profit for the year after deduct- 
ing interest paid, depreciation, 
amortization, provisions, reserves 
and amounts set aside for new 
premi e; q ‘ ; 
ote: 

Article 9 of Law No. 30 of 1955 
Stipulates that **‘ When the General 
Reserve Fund reaches 50% of the 
capital or more but does not reach 
100° of the capital... , 25% of the 
remaining net profits shall be credited 
to the General Reserve Fund. The re- 
maining net profits shall be paid to 
the Government.”’ For these pur- 
poses and in this context, “ capital ”’ 
has been deemed to be the amount 
thereof paid up at March 31, 1961, 
and, accordingly, of the profit of the 
year to that date an amount of 
£L. 141,724 has been appropriated 
to the Government. 


747,515 





768,950 








£L. 


Year 


ended 
31.3.1961 
£L. 


768,950 
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CONDENSED BALANCE SHEET 
3ist DECEMBER, 1960 
ASSETS 
Cash and Funds Available .. ic 5 .. S/. 980,166,610.90 
Loans and Discounts ie Se ay -. 55 2,036,076,369.21 
Securities ; ne 48,907,549.77 
Securities held as Guarantee for Savings Deposits ‘i 38,647,215.00 
Bank Premises, Furniture and Fixtures... races oe 26,800,001 .00 
Exchange Operations oa Ae es op) Sl eee 
Sundry Debtors sy . a aS ere 
Total ¥ S/. 4,005,261 ,048.67 
Securities held as Collateral against ‘Loans, and in 
Safe Custody ee a. me Bhs .. S/. 1,760,836,339.17 
Bills for Collection .. . ae ee .. 55 35450,851,091.70 
Mortgage Guarantees ‘. a a 0+ gy. See 
Debtors per Contra .. a “a rs PES: 99 729,929.83 
General Total .. ri .. §/.9,529,745,602.44 
LIABILITIES 
Capital “i ‘i ne 8 me .. §S/. 100,000,000.00 
Reserves 34 Fi a 7 te 1c yy. 1S, 090.0735.61" 
Deposits = em “4 gy .. 553 25744,440,428.06 
Exchange Operations ; Se ie -. — Se 
Provisions and Sundry Creditors e sa ta iide CCL fae ee 
Profit and Loss Account .. re a a a 19,593,460.05 
Total oe S/. 4,005,261 ,048.67 
Deposits of Securities held as Collateral ‘against 
Loans, and in Safe Custody e ‘2 .. §/. 1,760,836,339.17 - 
Deposits of Bills for Collection .. ea .. 55 35450,851,091.70 
Mortgage Guarantees 3 oe - oe gg: OT, 193.07 
Creditors per Contra “a sis ei .. | yg: Spe ae 
General Total .. i .. §/.9,529,745,602.44 
* Since end of February, 1961, Reserves: S/. 156,074,187.66. 



















































































Head Office at FLORENCE, ITALY 
A Company Limited by Shares under Italian Law 
Capital L. 1,500,000,000. Reserves L. 1,021,018,151 
BALANCE SHEET AS AT 3ist DECEMBER, 1960 
LIABILITIES Lit. ASSETS Lit. 
Savings Accounts... ae ~ 58,924,395,103 Cash .. ois 2,206,629 ,046 
Current Accounts... ee 7e 47 573,956,675 Bills, including Treasury Bills AA 47,750,701,498 
Securities: Lit 
106,498,351,778 Government or 
Circular Cheques... - so 2,448,061,282 Government- 
Sundry Creditors Ze = ee 2,801,013,602 guaranteed ..  15,927,659,948 
Staff Indemnity Fund i i 2,797 974,701 Mortgage Bonds 4,229,817,443 
Unclaimed Dividends ¥ a 1.967.793 Miscellaneous .. 1,044,281,102 
Bills for Collection .. ~~ 1,047 380,725 21,201,758,493 
Acceptances and Guarantees’ 531,609,180 Participations. . a aA ia 327,328,561 
Unaccrued Interest and Discounts. 1,916,918,254 Advances Pe net ea is 35,521,043,840 
Balance of Profit from previous years 1,075,667 Bank Premises e if 1,210,760,821 
Net Profit ite ; s : 266°726674 Furniture and Fittings NF ss I 
Sundry Debtors - 1,280,739,823 
Total Liabilities . ..  118,311,079,656 Customers’ Liabilities for Accept- 
CAPITAL AND RESERV ES: Lit. ances and Guarantees < 531,609,180 
Capital ee ..  1,500,000,000 Bills for Collection .. oe he 10,801 ,526,544 
Ordinary Reserve .. 1,021,018,151 2,521,018,151 
Total Assets .. ¥ Pr ..  120,832,097,807 
120,832,097 ,807 . 
Contra Accounts: Contra Accounts: Lit. 
Securities Deposited Securities Deposited 
by way of Guaran- by: way of Guaran- 
tee, etc.: tee, etc.: 
Pension Fund .. 432,700,000 Pension Fund .. 432,700,000 
Outside Parties .. 17,880,528,196 Outside Parties .. 17,880,528,196 
18,313,228,196 18,313,228,196 
Other Securities Deposited . . an 34,612,574,328 Other Securities Deposited . . oo 34,612,574,328 
Total aha a ..  173,757,900,331 Total i. is ..  173,757,900,331 
aS AOE IS 
In extraordinary session the General Meeting also. resolved to increase the Capital from Lit. 1,500,000,000 
to Lit. 2,500,000,000. 











THE SHARE interest [AWE 


BUILDING SOCIETY 
RATE IS NOW incorporating The NALGO Building Society 





MEMBER OF THE BUILDING SOCIETIES ASSOCIATION 


INTEREST CALCULATED 
@) ON A DAILY BASIS WITH 
ALL INCOME TAX PAID 
BY THE SOCIETY EQUAL 
TO GROSS YIELD OF 


£6'2°5d% WITH TAX AT 









THE STANDARD RATE 


O 






OF 7/9 in the & 









DEPOSITS IN THIS SOCIETY 
ARE TRUSTEE INVESTMENTS ; i+ a 







General Manager Hubert, Newton, F.C.I.S. Established 1856 


p WH = Tm ol eo] o Be] eo) eo 





WRITE FOR INFORMATION:- 
Chief Office: New Stockwell House, Leek, Staffs. Phone: Leek 1100 
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1959 
£E 


1,846,906 
ee 728 
17,716 


10,386,350 


6,989, 167 
595,030 


4,575,414 





9.948.992 


163,302 
5 





12,618,987 
11,211,429 


72,394,990 


1959 
£E 


1,000,000 


26,489 
100,000 
13,244 


139.733 


37,830,769 
12,713,050 
4,945,426 
6,203,084 


61,692,329 


2,300,000 
3,625,345 
5,925,345 
671,858 
1,889,822 
594,130 


475,460 
6,313 


481,773 





12,618,987 
11,211,429 


72,394,990 
eto 


BANK OF ALEXANDRIA 


BALANCE SHEET AS AT DECEMBER 31, 1960 


ASSETS 


CASH AND BANKS: 
Cash in Hand .. 
Central Bank 
Local Banks (Current and Deposit Accounts) 


BANKS AND CORRESPONDENTS ABROAD 
UNCLEARED EFFECTS 4 


INVESTMENTS: 
Government Securities . St 
Securities Guaranteed by the Government ee 
Other Securities. . 
Government Securities (Law No. 7) 1959) 


LOANS, ADVANCES AND OTHER DEBIT BALANCES 
BILLS DISCOUNTED ; 
BILLS NEGOTIATED 
FrixED AsSETS (at Cost) 

Less: Depreciation 


OTHER AssETs (at Cost) 
Less: Depreciation 


CUSTOMERS’ LIABILITIES: 
UNDER ACCEPTANCES, GUARANTEES AND INDEMNITIES 
UNDER CREDITS. 


LIABILITIES 


way Authorised and Fully Paid: 
1,000,000 Shares of £E2 each 


RESERVES: 
Legal Reserves .. 
General Reserves 
Reserves for Investment in Government Securities (Law No. 7 1959) 


CURRENT, FIXED AND SAVINGS DEPOSITS AND OTHER 
CREDIT BALANCES: 
Current, Deposits and other Credit Balances 
Fixed Deposits * 
Savings .. 
Customers’ Foreign Currency Deposits 


BANKS AND CORRESPONDENTS: 
Central Bank 
Local Banks and Correspondents 


BILLS PAYABLE 
PROVISIONS . —. 
ACCOUNTS UNDER ‘SETTLEMENT Ne 


PROFIT AND LOSS ACCOUNT: 
Net Profit for the year ended en 31, 


1960 .. 
Balance brought forward : ue 


OTHER LIABILITIES: 
On ACCEPTANCES, meaerearaiaael AND INDEMNITIES .. 
On CREDITS 























£E £E 
1,500,360 
8'925°340 
117'617 
10,543,317 
97114 
525,485 
8,537,036 
7,000,000 
360,328 
37.067 
15,934,431 
42'246,320 
2,090,293 
513,653 
1,095,084 
323,000 
772,084 
210,413 
210,408 
5 
11,210,674 
1.160.073 
22,370,747 75,454,702 
a Lan 
£E £E 
2,000,000 
74,035 
390,000 
37.017 
501,052 
36,153,260 
19,318,280 
5,608,199 
2'823,019 
63,902,758 
500,000 
3,815,454 
4,315,454 
945,697 
2,418,390 
878,639 
486,421 
6.291 
492,712 
11,210,674 
11/160,073 
22,370,747 75,454,702 























BANCA NAZIONALE 


DELL’ AGRICOLTURA 
Head Office: Rome, Italy 


BALANCE SHEET AT 31st DECEMBER, 1960 


LIABILITIES 


Capital 
Ordinary Reserve* 

Deposits and Current Accounts 
Accounts with Credit Institu- 
tions and Foreign Exchange 
Bankers’ Drafts . . 

Sundry Creditors 

Bills for Collection 

Staff Indemnity Fund 
Unclaimed Dividends 

Rebate on Bills .. 

State Pooling Bills Rediscounted 
Acceptances and Endorsements 


Securities Deposited as _ per 
contra .. is ive 
Li 
Balance brought forward : 
Profit—1960 Sa - 
Lit. 


2, 000,000,000 
2,630,000,000 
218,162,005,919 


46,144,647,045 
6,745,224,434 
14,387,001 483 
2,049,024,869 
7,416,628,719 
19,391,557 
1,025,885,591 
55,788,268,000 
58,150,851,149 


58,849,578,666 





t. 


473,368,507,432 
79 





815 
992,112,044 
474,439,940,291 





ASSETS 


Cash re 

Bills Receivable . 
Bills Discounted. 
Carried forward . 
Securities i 
Agrarian Credits 
Advances . 

Current Accounts as 
Accounts with Credit Institu- 
tions and Foreign Exchange 
Sundry Debtors .. és 

Bank Premises <i 
Furniture and Fittings .. 

Staff Retirement Fund . ; 
Acteptances and Endorsements 
Securities Deposited ; 





Lit. 
34,972,441 394 
10,335,547,058 

119,020,926,008 
3,082,357,828 
77,874,671 ,547 
4,206,812,046 
23,460,201 571 
52,776.939,405 


23,573,386,879 
1,991,034, 160 
l 


l 
6,145,192,578 
58,150,851 ,149 
58,849,578, 666 





Lit. 474,439,940,29] 


* Reserves since increased to Lit. 3,100,000,000 
Representative offices in Germany: Frankfurt a/M. and Munich 


125 Branches in Italy 


oe 








PROVIDES COMPLETE 





WORLDWIDE BANKING SERVICE 





147 Branches throughout Japan including Kobe, 
Oseke, Nagoyo, Yokohoma and Tokyo. 


Head Office : 


56 Naniwa-cho, ikuta-ku, Kobe, Jopon. 


London Representative Office: 
4 Angel Court, Throgmorton St., ' 


London, E.C. 2, England. 


New York Representative Office : 
42 Brosodway, New York 4, N.Y., U.S.A. 





Statue or Hospital ? 


, BOTH COMMEMORATE, ONLY ONE SERVES 
1961 calls for special thought of Miss 
Nightingale and her Hospital. 
as Lady Superintendent, 
herself and her genius. 
Send in gratitude a Gift to the Appeal Secretary, 
FLORENCE NIGHTINGALE 


HOSPITAL 


19 Lisson Grove, N.W.1. 
Telephone: PADdington 6412 


fg 
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Before oisrosnc os 


VALUABLE SILVER OR JEWELLERY 
ON BEHALF OF YOUR CLIENTS 


CONSULT 


Kirkby & Bunn 


44 OLD BOND STREET, LONDON W.I 


Offers made in Confidence. 
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Folks Bouk Dinuity 


Is A COMPLETE LIBRARY ON 
BANKS. BROKERS. LIFE INSURANCE COMPANIES 


and other financial services. 
Order your DIRECTORY today. You may need it tomorrow. 


Five-Year Contract: $25.00 a copy Single Issue: $37.50 a copy 


R. ee & CO. 


Neshville 3, Tennessee 














he Banker 


is obtainable from booksellers or newsagents, or from 
The Circulation Manager, Bracken House, 10 Cannon Street, 
London, E.C.4, for 42/- per year, including postage. 
Trial subscription 21/- for six months, including postage. 
Special rate for students 24/- per year, including postage. 


For the convenience of overseas readers 
subscriptions can be paid in local currency to 
any of the following addresses: 


U.S.A. British Publications Inc., 30 East 60th Street, New York 22. 
Canada. Wm. Dawson & Sons Ltd., 587 Mount Pleasant Road, Toronto 12. 
France. THE BANKER, 36 rue du Sentier, Paris 2 (e). 


Germany. THE BANKER, Drachenfels-strasse 1, Bonn. 
Belgium. W. H. Smith & Son Ltd., 71/75 Boulevard Adolphe Max, Brussels. 


Switzerland. Azed A. G., Dornacher-strasse 62, Basle. 

Italy. Messaggerie Italiane S.p.A., 52 Via P. Lomazzo, Milan. 

Greece. International Book and News Agency, 17 Amerikis Str., Athens. 
Brazil. R. B. Turnbull Ltda., Rua Aurora, 960—salas 2 e 3, Sao Paulo. 
Or from Newsagents in all countries. 


If any difficulty is experienced please notify The Circulation Manager, Bracken House, 
10 Cannon Street, London, E.C.4 


The Banker SUBSCRIPTION FORM 


To: The Circulation Manager, 
The Banker, Bracken House, 10 Cannon Street, London, E.C.4 

















I/We enclose herewith remittance for £ : : for which please 


forward, by post, a copy of The Banker each month for a period of one year 


commencing with the current issue. 





SUBSCRIPTION RATES 
12 months oi 2*9 
U.S.A. and Canada $6.00 


(including postage) 





























